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IRAN 

Safeguarding of Classified Information 


Agreement effected by exchange oj notes 
Signed at Tehran May 2H and June 6, 1974; 
Entered into force June 6, 1974. 


The American Ambassador to the Iranian Minister for Foreign Affairs 
m„, j 7,i Tehran, May 28, 1074 

BxCEUiENOY: 

I have the honor to refer to the growing exchange of classified 
information between our two governments. As is customary in the 
conduct of diplomatic relations, such information is exchanged in 
confidence, with the explicit or tacit understanding that the confidence 
will be respected. This principle is reflected in domestic laws and 
regulations protecting State and Military secrets and is also embodied 
in various multilateral and bilateral agreements. 

The United States Government believes it is desirable to record the 
basic principles which govern the exchange of such information in 
order to facilitate and further promote exchanges of such information 
between our two governments. I have the honor to propose, therefore, 
a confirmation of the Mutual Understanding that, with respect to 
the exchange of' classified information communicated directly or 
indirectly between our two governments, the recipient : 

a. will not release the information to a third government without 
the approval of the releasing government; 

b. will undertake to afford the information substantially the same 
degree of protection afforded it by the releasing government; 

c. will not use the information for other than the purpose for which, 
it was given ; and 

d. will respect private rights, such as patents, copyrights, or trade 
secrets which are involved in the information. 

For the purposes of this agreement, information is understood in its 
broadest sense to include, among other things, any document, writing, 
sketch, photograph, plan, model, specification, design, or prototype, 
whether communicated by oral, visual, or written means or by trans- 
fer of equipment or materials. 1 


Those principles will apply in the ease of the Government of the 
Untied States to information designated by the Government of the 
United States as ‘'Confidential”, “Secret”, or “Top Secret”, and to 
information designated by your. Government as coming within the 
purview of this agreement. Tins agreement will not, however, apply to 
information for which special agreements may be required. 

This understanding will apply to all exchanges of such information 
between all agencies and authorized officials of our two Governments, 
whether at the respective capitals of our two countries, at inter- 
national conferences or elsewhere. Any other arrangements between 
our two Governments or their respective agencies relating to the ex- 
change of such information will, to the extent that they arc not incon- 
sistent with those principles, not he affected by this understanding. 
Details regarding channels of communication and the application of 
the foregoing principles will he. the subject of such technical arrange- 
ments us may be necessary between appropriate agencies of our 
respective Governments. . , 

Each Government will permit security exports of the other Govern- 
ment to make periodic, visits to its territory, when it is mutually 
convenient, to discuss with its security authorities its procedures 
and facilities for the protection of classified information furnished 
to it by the other Government, and will assist such experts in deter- 
mining whether classified information provided by their Government 
to the other Government is being adequately protected. 

In recognition of the fact that protection of the classified informa- 
tion exchanged hereunder, particularly in the field of research on 
and development and production of defense material, is essential 
to the national safety of both our countries, general procedures for 
safeguarding the information will be as set forth in Annex hereto. 
If the foregoing is agroeable to your Government, I propose that this 
note and your reply to t hat effect, designating the types of information 
your Government wishes covered, shall constitute an agreement on 
this matter effective the dute of your reply. 

Accept, Excellency, the renewed assurances of my highest 
consideration. 

Uicha.ro Helms 
American Ambassador 

His Excellency 

Aiibas-Ali Khalatdari, 

Minister jor Foreign Affairs , 

Tehran 


Annex of General Security Procedures 

1 . Official information given a security classification! by either of 
our two Governments or by agreement of our two Governments and 
furnished by cither Government to tho other through: Government 
channels will be assigned a classification by appropriate authorities 
of lire receiving Government which will assure a degree of protection 
equivalent to or greater than that required by the Government 
furnishing the information. 

2. Tho recipient Government will not use such information for other 
i Inm the purposes for which it was furnished and will not disclose 

ueli information to a third Government without the prior consent 
of the Government which furnished the information. 

With respect to such information furnished in connection with 
contracts made by either Government, its ngeneies, or private entities 
or individuals within its territory with the other Government, its 
agencies, or private entities or individuals within its territory, the 
Government of the epuntry in which performance under tho contract 
is taking place will assume responsibility for administering security 
measures for the protection of such classified information in accordance 
with standards and requirements which are, administered by that 
Government ill the ease of contractual arrangements involving 
information it originates of the same security classification. Prior 
to the release of any such information which is classified CONFI- 
DENTIAL or higher to any contractor or prospective contractor, 
the Government considering release of the information will undertake 
to insure that such contractor or prospective contractor and his 
facility have the capability to protect the classified information 
adequately, will grant an appropriate facility clearance to this effect, 
and will undertake, ,ip accordance with national practice, to grant 
appropriate security clearances for all personnel whose duties require 
access to tho classified information. 

4. The recipient Government will also: 

a. Insure that all persons having access to such classified in- 
formation are informed of their responsibilities to protect the 
information in accordance with applicable laws. 

b. Carry out security inspections of facilities within its territory 
Which arc , engaged in contracts involving such classified 
information, 

c. Assure that access to such classified information at facilities 
described in subparagraph b is limited to those persons who 
require it for official purposes. Tn this connection, a request for 
authorization to visit such a facility when access to the 



classified information is involved will bo submitted to the 
appropriate department or agency of tbo Government where 
the facility is located by an agency designated for this purpose 
by the other Govermneni, and the request will include a 
statement of the security clearance and official status of the 
visitor and of the necessity for I, he visit. Blanket authoriza- 
tions for visits over extended periods may be arranged. The 
Government to which the request is submitted will be 
responsible for advising (lie contractor of the proposed visil 
and for authorizing the visit to he made. 

!i. Costs incurred in conducting security investigations or inspec- 
tions required hereunder will not be .subject to reimbursement. 

(i. Classified information and material will be transferred only on a 
g'ovcrmnent-to-govcrmuent basis. 

7. 'I'lie Government which is the recipient of material produced 
under contract in the territory of the other Government undertakes 
to protect classified information contained therein in the same manner 
as it protects its own classified information. 


77rc Iranian Minister for Foreign A fairs to the American Ambassador 

IMPERIAL MINISTRY 
OP FOREIGN AFFAIRS 

No. 25U1/18 Tehran, 6 June 1074 

Mr. Ambassador: 

I have the honor to refer to your Note No. 370 of 28 May 1974 and 
the Annex thereto proposing that classified information exchanged 
between the Imperial Government of Iran and the Govomment of 
the United States of Amorica be subject to certain agreed security 
principles and procedures set forth therein. 

I have the honor to inform Your Excellency that the Imperial 
Government of Iran concurs in the proposals contained in the afore- 
mentioned Note and Annex thereto. With regard to information 
originating with the Government of Iran, the principles and procedures 
set forth will be considered to apply to all information designated 
"Confidential”, “Very Confidential”, “Secret” and "Top Secret”, 
except where special agreements covering such information nmy be 
required. 

In accordance with the suggestion contained in your Note, it is 
horeby agreed that your Nolo No. 370 of 28 May 1974 and the 
Annex thereto and tliis reply shall constitute an agreement between 
our two governments effective immediately. 
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Imperial Ministry 
O P rti tIGN ApPAIMS 


Tehran, 6 June 1974 


Hr. Ambassador: 

I have the honor to refer to your Note No. 370 
of 2b May 1974 and the Annex thereto proposing that 
classified information exchanged between the Imperial 
Government of Iran and the Government of the United 
States of America'be subject to certain agreed secu- 
rity principles and procedures set forth therein. 

I have the honor to inform Your Excellency 
that the Imperial Government of Iran concurs in the 
proposals contained in the aforementioned Note and 
Annex thereto. With regard to information originat- 
ing with the Government of Iran, the principles and 
procedures set forth will be considered to apply to 
all information designated "Confidential", "Very 
Confidential", "Secret" and "Top Secret", except 
where special agreements covering such information 
may be required. 

In accordance with the suggestion contained 
in your Note, it is hereby agreed that you r Note 
No. 370 of 2b Kay 1574 and the Annex thereto and 
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Imperial. Ministry 
or For ArrAiRS 
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this reply shall constitute an agreement between 
our two governments effective immediately. 

I avail myself of this opportunity to rone* 
the assurances of my highest consideration. 


Abbas Ali Khalatbary 
Minister for Foreign Affairs 


^ /•'V. 





His Excellency, 

Richard Helms, 

Ambassador of the United States of America, 
Tehran, Iran. 
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("against Israel and would not Join oil embargo. Lubraui j 

thought that Iran waa wooing Arabs, especially £gypt, 
to seek support in Iran-Iraq difficulties and to bolster 
Iranian position in Oulf. Quiet cooperation with Israel 
cont in ue d , he noted, despite political sensitivities, 
b. BUenrHilin nutad; 

Anonnogar and Anoary thought creation of Palestinian 
state inevitable and viable proposition. Both were vague 
as to bow or where state night exist and both hoped 
so n s thing could be done to preserve Hussein's position. 
La b ran l thought Hussein was preparing a showdown with 
Palestinians and that ihah intended to alas up Hussein's 
p ro spects before his talks with Sadat, 
o. Future of Saudi Arabia , 

Anousegar and Lubrenl felt SAG a very fragile 
regine with rather good prospects for replaoeasnt by anti- 
Western Qaddaf i-type. Anonnogar thought creation of 
snail Persian Gulf states bad been serious sis take and 
lnplled that Enlrates should regroup themselves in sons 
larger entity. Both he and Lubranl thought Palestinian 
state would foous strong pressures on Peninsula states. 
Lubranl thought Iran would intervene across the Oulf 
should political changes appear contrary to GO! interests. 

«*• Hood of Iranian Public; 

Ansary described present period as "very delicate 


CONFIDBlniAL 


aoH rmnanM, _ . i 

laud Bousitivo", owing to high Iranian expectations of 

1 f 

personal benefits from oil income and inflationary 
tensions resulting from injection of large sums of new 
money into economy. Amo use gar described problems of 001 
in even sharper terms , noting personnel and physical 
impediments to development and fact tbat urban income is 
raven times greater than rural. Ansary said GOI was 
handling situation with great bx cars. Both be and 
Aiaouzegar thought GOI bad done reasonable Job with 
subsidies on basio commodities to restrain inflation (now 
at 12 per cent according to Ansary) and provide social 
services. Both agreed there had been grumbling by 
students and others over new Iranian foreign aid program 
while domestic wants not satisfied. Both thought GOI bad 
convlnaed public of broader Interests at stake. Lubrani 
was less optimistic or posltlvs in outlook. He feared 
Sbab's fora of "megalomania” might lead him to order 
social or economic programs which subordinates could not 
possibly handle, thereby creating publio disappointment. 
Lubrani was also worried by Income gap and reactionary 
influence of religious elements. Amouzegnr maintained 
religious power on decline. In summary, all three men 
depicted internal situation In varying hues less than 
rose color on political spectrum. 
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Anoubaaay, Tehran 
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'tovorxmt Toward a I'elfaro State 
TAGS: ELAM, StKL, EAGR, PINS, ffi 


SiH-mWi Utilising Mbs vastly Increased oil revonuoB, tho Sboh and 
hla government hove Indicated their Intention to launch a aeries of 
welfare program which suy Msg better health, education and condit- 
ions of life to the Iranian people end ensure a core oqul table 
distribution of all revenues. Thes e eeUttaue plans include poten- 
tially enaraaua refame in eduoatlai and nanpouer training, nodical 
aervloea, housing, lend usage, the aegenleetlan ef Iran's farmre 
and welfare and social security, which ere highlighted la this 
report. Another coupl e s an tary report, now in draft, will discuss 
in detail the p eogr ee s of the Shah- People imlutlai, the rasl ir e- 
tlan of these peopreae Kill require may years end the creation at 
e whole range of expertise end Infras t ruct u re which Iran, like ecet 
other developing nations, p r eso rt ]y leeks. Iran's suocsaa In find- 
ing ways to oarry out these ambitious wodal reform cuy bo vital 
to continued notional develapaone end stability. END SUS9UV. 

A. Education and Hanpouert 

In the gancral field of uolfaxe and national davolognant the 
Iranian govomcant seem presently to be devoting a graotor aharo 
of its ottont.on to the problem of oducation end the training 
and utilisation of menpauer then to ary other area. The revised 
Fifth Plan has allotted ISO billion rials (approximately $1.9 
billion) for education, including 20 billion rials (apprcuimataly 
$297 million) for the free primary education program alone. 

Though iapxoasive, the $1.9 billion represent* on increeeo at 
only 2.48 In recognition of the Inability of the Iranian oduee- 
tianel ays ton to absorb a gr e ate r amount. Of the 124,000 Iranian 
students pxoeent^in universities, almost 41,000 receive government 
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Meanwhile, university and lower school construction la proceeding 
•pea*. Within the last year 700 slamontoy and secondary ao h oola uare 
built, the budget far Tehran University use Increased by $13.0 million 
to $84 million, and a number of raglcnal universities haws been planned 
(or vaunts avoaa of tha oountxy. 

In the valatnd field of aenpouer training, the Iranians anticipate 
a need for 2.1 million new workers by 19 TBs swan If all program porform 
at thalr optdUxn levels, a shortfall of about 720,000 Is foreoast. Thaes 
jobs may haws to bo filled through the Importation of foreign labor and. 
In fact, Iran already usaa aav Indian and I rt ls tart doctors In rural 
a r ea s . In additltm th er e are plane afoot to recruit ease 7,000 Filipino 
engineers, e e dloel p or e o mel and eonstruetlan teohrtrtan a— aa trail as 
experts from other natlona. To coor din a t e reqMasts tar foreign labor 
free the pu M le and prlvete seotoee the Wrtotry at labor and Social 
affairs has sot op e Foreign hphyaoot Ca n ter which will glvo polarity 
to eedloel personal end eons tw o t lou end toed building expsrrt. 

The oar is also atTeaptlng to en courag e trained Iranians living 
abroad to return. Bartlcularly In tha field at wdldne and among 
enginaara ettantlai la being diverted to alleviation at the Iranian 
brain drain to Europe and the tfedtad Starts. Ministry of Education 
ststlstlee I ndi ca t e that 7134 at all bertam studying ew ar eeaa are In 
tha US, 23S are In that Pen ny, IX* in the UK an d « In Franoe. The 
SUE Intends to sa nd torts of recruiters abroad to oontact artgso Xsanlana 
with offers at better w and darerlptlona at Irprnrart working and 
oondltlGM to intftw thu to MtiBB to Itan* 

But the bulk at Iran's f u tur e Manpower needs rust be eat from 
within. With the help of e $12 rtlllcn UoeM Bart loan, tho COS and 
UNESCO plan to launch e $70 edUlon p r oj ect to oonatruet 39 now vooat- 
lonal and agricultural aohoola, prinatry and guidance- bevel aohoola and 
taaehar ttalrtrtg faeUltdea. ftesant plane call far tn time m many 
vocational students by 1ST* (about MO. •.*';)> as aw being trained today. 
Tha OOt hopes to enennpllah eurt at this f u t u re training through 150 
aohlla vocational tr aini n g oa nt a rs thlah uUl channel thalr gwduacaa 
to a systee of fX) motile and 190 statlONHy pleeaoent centers uhich 
tho labor Ministry mpaets will be able to shift workers to cress there 
iota era aval labia, at peasant these eat e rs are still largely In the 

8om iMNtt of spoi(| euNMC odoooclonol minim MM to ndM 
tho mA md will h*vo to bo MnM> luten of tmUtlmUy 
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In sug g e stin g th» dsralapaont of ncn-t).D. health auwllisrloa 
the tariaa an ntiivlng to oesranen In a tdif period the offsets of 
a national a l i ena ge of d o ut m o and tM inVmrenna of Iranian dootore 
to mm In iaaletod provincial regions, «Mah have laft an oetiaated 
SOB of the population udthout adoquato nodiosl oovoraga. Foe oxanpla 
Iran, a nation of war S 3 id 111 an pooplo. tan only 11 , 77 * ptysialana, 
of «ta S.SSB ara nadloal apeelsliata. Bona 3 , 3*7 at thoaa specialists 
rack In Tehran. 

The GOT hopaa to Indnaa 300 to 300 Iranian doatos* practicing in 
Mat Ooinray to eons hoee ty raeognialnp their nwim degxeoe t*duh 
previously hovo boon d eased lasufflaJant to qusllfy for n a dl o a l practice 
in ban, Iranian dootore praetlalng la other nations ara offered ex~ 
aopdon hoe edlitsry aaawloa provtdad tdioy aerve five years In a 
pousrtaoW daalgnatnrt hospital at full salary with tha right to prlwats 
lee o t l u e attar hoepltal Mara. treat hoe also logun to SqeR dootore 
fne Mdatan and India In oad ar to oast its d aea lup ra nt naade. Heee- 
avaa, reallratlon of ooat of t h a aa pragmas, a aaaa a l of vWoh a up p l ora nt 
the rural Health Ooapa, la rail Into tha future. With the treoeptlon of 
the ranolnatlnn paopra n which la already adnup, it la too early to 
f l x uwt tflw thn m a yt M aj hate pnpoiilia 

Within Tehran tha paranraanc Me lannahad aao Insert! its V ra a V 
laabla paepraaa dastead to lnaraaaa tha arallaMHty of nadloal oaaa 
to the poor. Th aaa lnelada tha oonatraotlan of two l.OOtMwd hoapdtals 
whleh will offar aot rates at 900 rlala poo day In laaa rail nairtppert 
allniaa and 900 rlala la atradasd hospitals. All other ho a pdt a l s m- 
calvlno SCK or nose at Halt hud ga t frcn tha p oraiia on t and hoapdtals 
which hara goraneeant a wash fan the tee straw at civil aaawloa aa- 
p lc yea c will also aharga th aaa aot rotas. 

Oa on a t aaaiaa that it doaa not lntand to lopaaa 'hoalallaad* 
aadlclna la Iran. Its peal la to provide tsoad frra nadloal aorulaaa 
to thoaa who aamot affosd to tv wMla laarlnp ths waltMcr public, 
uMeh la dl e awiaf lad with tha quality of aaswoa sod tr aa tn a nt u f f a a od 
at pnhllo facilities, fraa to po for Ms kind of na dl o al oaaa It rants. 

C. Housing! 


lMfl aHy ths OH had I ntended to laara aora 75* of X araUti h aualnp 
aonatwatlan to the pertvete esotar and otnonataota Its own ccnctrosdcn 
ranourasa patneaty an henalnp far (Ml aaara n ta ad the sdlltary. lad 
In fast during the Pourth Ran (1M9-197S), the padoota eeet o a put up 
3M.000 horalnp units as aoepa r ad to 17,000 for the 
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Under aft Spill 1974 a gr om im n t uith the UI*P the Ptoi and Budget 
Organisation created a national Building and Housing Research Cento* 
which has bean shagged with drawing up a national building ocdo. this 
«uid other regulation are intended to assist tha Housing IHniatiy In 
the realisation of its ambitious 20-yoer sahooe for construction of 
2,349,000 urban and 7.5 wlllitn rural housing units, a targot udoh the 
Mm Minister, speaking at tha January 1S7S Congress of the Iren itovin 
Party, upped to 11.5 million total unite in IS years. Hcvoyda antici- 
pates that 60& of the projootad new housing will be needed for ineroasud 
population, 1455 to ouoreaae the existing housing shortage, 2555 far 
building raplaoanent and the remaining 11 a a reserve. 

By these roes tiros the 001 has cade a significant oaxaitnant to im- 
prove housing for Iranians, but past housing goals of a mows nodoot 
nature have not boon met largely beeause tha cons truoti on Industry has 
been plagued by shortages of essen ti a l materials such as eenant and 
eertein types of steel. The cement situation has improved but Iren's 
rapid population growth— at 3.2% it la one Of tha world 'a highest — and 
tha p r ese n t tendency toward urban migration will place increasing strains 
on tha nation's b uil di ng capacity. (Dn GGK has inaugurated a program 
to encourage re v or es Igratlau but so far it has not bean notably euo- 
oaasful,) Iran's notarial raeourena, it* Chiliad and eaed-altlllad 
■enprawr and its Invert end tr an sp ortation oapael ty are far mom limited 
then Its fineness. To cany out its housing pr o g rams auoeossfully, 
tha COS must establish priori ties to ens u es that housing does not com- 
pete say more than n a os aea ry with d era i lme nt in other areas for these 
Halted reso urc e s . 

0. land Usanei 

A major factor In the increasing oast of housing and rentals has 
been tha skyrocketing east at land. In an effort to reduce uhtaepread 
lend speculation the government has amomoad plana to purchase unused 
plots of land loegor than 500 cowers norms near cities at moo than 
15,000. The land would bn turned over to a G0S land bank for eventual 
use in public housing, partis or r e cr ea ti on areas. Tha ounare would be 
paid "market" value for their lands tat would bo encouraged to Invest 
tha p ro cee d s in gavoraout footocy shares as enerti-inflatiouery mas urn. 

In a much mere significant novo the Ilajlae la presently considering 
a land hill (sea tabaun 1 for tract of draft bill) which Is paohape 
tha root broad-baaed pice* at Iranian land legislation Bines the Shah's 
original land rafoaw. B s rtn a H y the bill furfcida tha sale at undeveloped 
urban land wore than ones, tots located outside city limits o% continue 
to bo ocM but the taxoa an each pises at land will double with each 
sale. The owner may hold Mo lortiwolnpod land, build on it end than sail 
or rant it, or soli it to tha gousrraant. If the government 
h«« tort it ay rent or t ransf er it beak to the private sector for tha 
eonatrueticn at ap prove d housing p o uj oo t r. However, if the o o n tra et q c 
•ilia to co m pl ete the P ro je ct within a stipulated time ha is subject to 
flam emd fooefrtture of the lend. 
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This bill hat aroused nor* intorost in the He j las then in 

mmc — oiy, r es ul ting in « hast of p r opo sed m m nd — n ts. Sano cc 
ttnae, each as a proposal to requlro theft atom build an all urban lots 
edfttdn 1-3 years cxr faos f oread sale of tho Uni to the goaorsraont are 
Obviously lnpraotlael . Tehran aloe has 38,943 vacant plate of dif- 
fe aet sines and lean looks the construction astasia! sad sklllod labor 
H aaabeifc on a building prog r a a of this Bine in addition to uvorything 
•lea Chat la plumed. Other provisions at the bill contain loopholes j 
the type of building which would paxedt w a i l s la not defined and thaae 
with sufficient "Jnfluanoo* could no doubt purchase land and erwmgo for 
«ha fose w ea ant to refuaa to hv It, thereby ensuring private resale. Da- 
asadlng an which a mn dn en t e are finally aeoaptei, this ondhus bill aagr 
aseshlish governsent control of the ocadltloaa of aals of undovolopod 
abai (sad sons rural) Land, building. aental oasts, Laaslno. land 
emutlon. Indeed virtually ev er y thing having to do alth urban land trsus- 
— ftien sad dovslapmsit. 
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social serviooa, end, m My, to facilitate the direction of the 
farmer* by the jwaaaa at . Si tha future tin GOC pirn to gather even 
larger nuahero of villagers lutorurel twauhips where cdttage Indus- 
Mm and light fan-related lnduatrloa aueh as food processing tnuld 
he sot up to provide work for tha f amors in tho off-season. Sixty 
AA tounsttpe are presently in tha planning stags, Tha Shah has also 
psUsd fa* saw kind of snp lnsasanao and guaranteed gewem o nt pur- 
chaaa of agricultural prod u ce. 

An outgrauth of tha eoopaaatiue Idoa, tha fan corp o ra ti on, (tha 
too ecnoepts sawtlnee overlap in atato u on fc a by Iranian officials) is 
an aahltlous plan to i nar aaaa tha ag r icultural output by grouping 
peasants, voluntarily or not, into oallactlwss. Kith the aid of a $60 
million world Bonk loan, Sana id have boon established. Tha collective 
owns all lends and sprtpiwnt within its jurisdiction and (waters are 
allotted shares based on the lands, wa t e r or other assets they otnod at 
the tins of its foweilatios. HaabaaS raaslue portions of the aoaporatlcn’a 
profit baae d on their sh ar eh o l d i ngs. Shores, but not laid, era trans- 
ferable ad inheritable. MU nirpnss jdun n at t ea s (lnolwling personal 
disputes batman usnkem) are decided ly three— man managumnt oacrdttoQs 
gpdiiwl by the Hilda tay at CaapasaMwm and Rami Utshs, Bda oon- 
niteaa laau aa naada dM alio* ardan to sdu credit pnwiiaann fron a 
tnapasy atom* a painat future ahass eetusna. ranalftiain nan dopaiva 
■Hten at tMv i)MNt Md la an Iwt aw of tha f no ooKparatstona 
mi oontvoA tv wrian Mikaiaa aha MMontlfln mmmhIm 

uwieawu vowewai ^^wusw vuan^^p w^WM ^ Weamni w 


In meant years, despite these ps o gr uw, the inomeso in egrieultuml 
production has not kept pane uttb tha sate or population growth and the 
greatly I n a t iaa a d wne p tlw usd# possible by higher par eapdta income,. 
(In 197* alone Iranian ncwwptlcn at sugar was up UK, vegetable oil up 
40K and neat UK over the pemisus year.) Iran hsn wisely mod its 
au g m ented cash maeuwae to finanoe nsaalve isporta of wheat, riea, soy 
bean meal, sugar, chores, seat an $ other adihlaa which am node a val lab ia 
to tha people at anhaidiaol paisas, BuKi a program, h owev er , t r eat s 
syep t — aether that osmsas end la no substitute for an i nem a o a in 
d caustic pro d ucti on. But so only A of the kt million nau jobs entici- 
peted during the fifth Man (sea Beotian i abov e ) am aapaetsd to occur 
in tha agxiaoltaaal ma t or and as agrioaltem off am the largest pool 
e# iri eep l iys d or underanplcyed, it follows that noat domes tic recruits 
tar the remaining PA at jam snot be deem fron the maul agricultural 
population. Sons Industries osn be eateMHhul in rural area*, but per 
aapita agricultural efficiency aunt ha Inamaaad earyfnld if Iran la to 
produce morn food with feear fatneem. 

Unfortunately tha anpomtlvo Cretan on which Iron has piimad nosh 
f its hops far the Ana has not WM walli Karla Masai, f oa ms 
bwlsraso wtsry for rgrpemrim a la tha Widatry of Cecpaao t i me and (feral 
kffatm, has p rjuat a l y and psshspa Misgpsnstady dssar il m l thou as a 
weal faUam. b ease dl ag to a tbits Kavetotion indy Drum aapoat. 

Meal asopamtlm attiaUU am not rail traintd ant neither tiny nor 
dair members are fsilp swam A tha poWntlll and ma po mi bdliv^m at 
he co-op systeu. Thsy hnva net bmn aiwnsuf ul in offering goods to 
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i— tiam «t loan prises nor bm they hod ay discernible Inf Inanee an 
Mtlan-wlda Inflation, Tha eo-aps hows not paifota a d their ndatlng 
fwvstlans nU and, though they have hud sees ouooaou tilth lam to 
i— h a m , tlwlr l n tm mt mtaa hu m flnotnatad wildly. Horoavor, their 
available loan capital his not fam aufflolant to mat Bonham* roods, 
dousing than to ml y althsr on maoM tanks or tha traditional private 
1 -*~ 

Tha co uy om ti vas and fare gor yamtl c n s ham so far daaanatmtod a 
gmotar potential for hr a rtlr o dam ths traditional village structure 
and bringing villagers adar inwwmad 80— —It dlmotlan than far 
carving aa on Improved footing, landing and w a rfc a rlna system. TO date 
tin ao-opa and fam oorp ora t l cns am p m ha p* the bast axanpls of ths 
osjar defect in Iranian waif am oOhaomt a visionary proposal from tha 
tag, supported or givon Up service by all lamia of gowns wont but 
sore roly haarored by poor coordination and mdamtmdlng, a loot, of 
trainad manpower and simple tuisasuarstlo inafflelanoy. 

Aa lndlostad by tha tides Bmnlulrlnn Study Group Bspart, tho gov- 
s m ou nt Is aur a that Its oo-ep psogm u has problem . Tbs revised Fifth 
flan includes a M 1 ness mi In Mads illnsiturt Co mml dovalcpaont 
Ua« Imp Is ugrdsultmal npmMtmn, including 10 Mlllon sills 
•s bs usds smilshls Dmh U, MTJ, M snablo ths oo-aga to t oi l mi 
<t taMii' > Mdstln i pm-satg o mman mt ^w rd aima uartat^hoo^through 

gtersd aU oantSe « MUtaT sSl»«5 gp off^fo mn mj oohts Mta- 

ths o o -eps are ssmad by suah things as shorta g es of tssl n s d p am onwsl 
willing to live and uasfc in rural ansi and osnnat ha a l ira n oted solel y 
By I ncre a se d a pending. Thai it Is doubtful that tha pngnn will 
aaWam its goals aver tho short two. 


F. Waif am sad Soalal Saourltyi 

The Ministry of Soalal Welfare, fosaad In tha April 1374 Cabinet 
stuteup, hsa boon given a sasdsto to oantral as. In tha asuo at volun- 
tary organisations, to iiimUnate tho Him n otio n al waif ore of fast, 
the Ministry haa araMtioua plans to arassss mtlsMddi social isourlty 
sad saalsl and aadloal ln a a m nm pro gram and Intends to duualap oon- 
osm far tho mhabdlltatlaa of pang Vita Ini, dang add lota ad tha imntally 
111. In addition to luapnnlMIliy tar taalarnwretirsi of the Shah’s 
Samos of tammy 6, 1975 wMah off er s un lit own to thi hmUaappud, 
widows, orphans and fond Has without bmadwtamaw, In ta n di d aa a atop 
•m warn until 1901 man soalal liHMWl s o msaga la to ha oKtmdad 
to all Tmilai, ths pang ms udll pshitita add da ths fmn ad osah sub- 
aldlm. 


oanmu 

eUmlU— iota* so 
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However, the lllnlatrry la lust (jotting starred and la still otioaged 
in infighting with hereto f ore independent and often ooreupt uolfaro 
groups to establish Its pxaandneiA position. In addition it lades tha 
trained personnel (in B a cnimhar 1974 tin W-yatr old Social Inaurenca 
Organisation hired Its first actuary), and e eesa tuh studios neooesaiy 
% carry out auoh ambitious welfare p rogr am and haa roquustod ossiataneu 
Croa tha U.s. Sanartaone of Health, Education ad Welfare In nont of its 
0»U». Tha JUnlatry doas not want tar wnay and its goovS enjey the 
support of the Throne, but at Its pr eea nt stata of developnant It Is 
still waohlng for ways to oany out Its nandata. 

OOMCltBlOMI 

Zt la elaar that Xian has aade a aaseive and enllghtonad oo nud t nwn t 
to create broadly-based ualfsra anhanea uMeh, if aeoo ata iul, till in- 
i tha eandftaon of life fa* aoet of He population, in so doing Xrun 

Though still In 
ta i» aaaantlal 
llnltsd sensa, 

to national stability as nail. Inaalm dawalopoant has of nsoeaelty 
i place in auoh • way that tha fan have hanafit a d to e far grostar 
t than tha aag, larger «C1 rev sn u an here Inae aeaad expect ati ons 
name distribution ranefna a n o naju e y stated, I n fla t ion oontfanse 
at aera than KB, and aa rruptlia i and napctlae pen# problem at Inefficiency 
~ are t ra diti o n al In inman aoelaty and 

i la r a tably not f talkie enough to 
thr&nda of tangos etOeh a an. 

Ilka fea l a p o as in art* to rectify saao at thaae 
rtt* this, da owmssant'r neapema has boon 
tha Institution ad thaar aaeslve aalfara aohsaaa tMeh a*’ help to 
ahanml earns at ths nan oil bansflti ittnty to tha people, typaealnp 
the traditional ayataa, Mia this tmlsimt attaaka the eyiipta» of tha 
prattle* nether than tha pao hl an itaalf, it dons hep tine for tha now 
basis, l o ng t ea* pswaat rafoaaa lapllalt in tha wolf aaa p a onr a no to 
tda hold, the Iranian naasaa ana sospeCsingly patient aid idth thaae 
welfare pro g ra m tiny can peine to sens fapaounaants In thoir lifo style. 
But tha prnhl ma of welfare laplnaanftlai la Iran are legion, and in a 
nation tare aalrrti la oftan pi an ad ga feast aetheo than eubeteuas, 
none fine inedta g gauarwaant pwpart n ewe r rasa off at «JZ, Others 
aap arian ae l ong delay* and art p lapnad aith tha Inaff U tt ar a i as ad e rt i t 

though Iranians here oona to ee i pee t this kind of parf oai wa o a. In this 
lnat-anoe e tlMs a s t H ert davaXegaant pn e g a aa i tWab fail to aha* results 
feat enough to tha e*ata and aaads at tha people eight ha tteaaa 

i at all. Zt till be ixomms&aq to aaa hou inan a affeata to 
tatlua aalfara pan g a aa astiafta ths naais and tha groulne 
i at it* i 


finds itself short of virtually evaythdan se t a ap t sonsy. Them 
Its eubrycetla stages, ths seasons of tat welfare psogwa la 
to continuing national dauslegant sod petape, la a aoaa Unit 
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AHTI-LABD gWCUIA T lOH Biu.1 


ABTICU 1 - Transaction ot land lota lacking buildings 
proportionate with the sine ot the land la allowed only once, 
after the enforoeaant of the law. Further tn. suctions are 
remitted only after the coaatraotlea of buildings propor- 
tionate to the aloe of the land. 

AHTICXJI 9 - Regia t rat Ion of deouoaata for the aale or 
any other kind of transact Iona, w h e ther net tt meat, power 
of attorney, Mortgage, conditional sale or the rent of land 
lota contrary to the coate ata of Artlole 1 la forbidden. 
Directors of notary public offices that violate the law ara 
liable to Milan pun! absent prescribed for notary public 
offences. 

cum - Conditional or Mortgage transactions for 
construction or housing loans or Industrial activities, 
froa official financial Institutes are oaeapt o d iron re- 
strictions and regulations Included la Article 8 

ABTICU 3 - the Oovsranoat can purchase land for the 
construction of housing unit# or far Its other uses at 
current land pr ices , aooordlag to tbs Flan and Budget law, 
fren land owners. I'lmsint purchased land la eaeapt froa 
restrictions outlined In Article 1. 

AKTICLB 4 - Land offered by owners for sale to the 
Ooveraaent will be bought a* current prices. The Ocwomaont 
sill pay up to two Million rials la cash and the rest In 
five yearn with an interest rate equal to thut of Ooveraaent 
bonds. The sale of offered land lots will be peraltted once 
again if the Onto manat dees not purchase then, 

ABTICU S - land needed for private housing projects 
sill be rented or transferred to too private sector by the 
Ooveraaent, at f inis he d prices, only if the Blalutry of 
Bousing and Town Planning approves the housing project. 

If the tenant or p u r chase r of snob land falls to couplets 
the approved housing project within the stipulated deadline, 
the (lnvomnant will levy a fins equal to two years' rent or 
deduct 30 per cent of purchase ooot an a fins and cancel 
the doouaonts for the scat or sale of the land. 

- If the tenant am purchaser of the land 
refrains froa signing deounsnts for the cancellation of the 
rent or sate of the land, the provincial prose cuter will 
sign on his behalf. 
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ARTICLE 6 - Housing units located Inside city services 
Halts tbat receive certificates for cospletlon of construc- 
tion will be exempted from restrictions prescribed In the 
Tenant-Landlord Relationship Lae, after this law is enforced. 
Relationship betseen landlord and tenant in such cases sill 
be Judged by the Civil Code or agreements betseen the two 
sides. 

ARTICLE 7 - Land lots located outside city limits sill 
apply to the las as of the date shea they are Included In 
the city limits or as of the date local municipalities Issue 
construction permits for the land. Land lots located lsslde 
city limits of satellite toons sill also be covered by the 
law as soon as permits for start of construction work are 
Issued , 


ARTICLE 8 - Transfer or other kinds of transactions 
on land lots located outside city limits sill be applied 
with twice the amount of taxes prescribed In Article 313 or 
the direct taxes las. Thin rate sill be doubled each time 
the land lot changes hands, 

ARTICLE 9 - Enforce sent procedures for this las sill 
be prepared by the Ministry of Housing and Town Planning and 
the Ministry of Justice and sill be Implemented with the 
approval of the cabinet. 
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LAW OT FORMATION OF OOBPOKATB FARUIWO COMPANIES 

ARTICLE 1 - To help increase the income of farmers, to 
acquaint then with modern agricultural and livestock raising 
methods , to prevent division of fsra lands Into small unecon- 
osical pieces, to rsolalm and utilise heretofore arid lands 
and to develop and extend non-agrleultural activities such 
as handicrafts in rural areas, the Ministry of <•' -operatives 
and Rural Affairs shall gradually establish farming corpora- 
tions In the country's rural units (comprisin'; villages and 
tarns) In various areas, and may revise and c ..nge the 
operation area of each corporation If necessa.’V . These 
corporate farming companies as well as the mil production 
cooperatives In each area may Jointly establish livestock 
and dairy units and agricultural industries to further 
process their agricultural and livestock products. 

ARTICLE S - Shareholders of the corporate farming 
companies will he the following persons > 

1, Farmers who haws acquired their lands In the process 
of Land Reform and the distribution and sale of government 
estates. 


2, Small estate landlords wbo have opted to divide 
their lands (and keep their share). In esse of their desire 
and approval of the Ministry of Cooperatives and Rural Affairs. 

3, Farmers and small estate owners who are not subject 
to any of the Land Reform laws and stages and were personally 
and directly farming their lands when the Supplementary Land 
Reform Law was approved la IMS, 

MOTE - The shareholders shall permanently transfer the 
absolute use of their lands to tbo corporate farming company 
and receive shares la proportion to the agricultural value 
and elements thereof. 

ARTICLE 3 - la areas where corporate farming companion 
are set up, the Ministry of Cooperatives add Rural Affairs 
nay transfer the absolute and permanent use of cultivated 
or arid government lands to tbs corporation. In which aase 
the Ministry will proportionately acquire ehares and nay use 
the dividend income to strengthen tbo corporation or to 
help the lesser shareholders according to special regulations. 

ARTICLE 4 - Tbo Ministry of Cooperatives and Rural 
Affairs may provide technical and finanolal assistance 
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within regulations to owners of mechanised faraa and agri- 
cultural unite of any given area who apply for the fomatlon 
of a corporate faming company 

ARTICLE 5 - Corporate faming oonpanien shall bo 
managed according to a constitution baaed on commercial 
principles and approved by the Ministry of Cooperatives 
and Rural Affairs and by tbs Cabinet, The eetabllsluaent , 
operations and changes of tbs corporate farming companies 
will bn registered at a special off low. The corporations 
will be legal entities. 

ARTICLE 6 - In areas where establishment of corporate 
farming coapanies Is declared. In the event a minimus of 51% 
of potential shareholders cited In Article 2 accept member- 
ship and the rest refuse it, the Ministry of Cooperatives 
and Rural Affairs will act on behalf of those refraining 
from subscription, 

ARTICLE 7 - The managers of the corporate faming 
companies will act as trustees and any misdeed on thClr 
part or on the part of officials concerned In connection 
with the corporations' affairs will be promptly prosecuted 
wltb sentenoee of maximum penalties provided by the law. 

ARTICLE S - Disputes between shareholders and manage- 
ment will be settled by a three-man committee appointed by 
the Mlnletry of Cooperatives and Rural Affairs, and the 
ruling of these r omul t tees will be legally enforceable, 

ARTICLE 9 - Shareholders of the corporate faming 
coapanies may transfer their shares to the corporation, to 
other shareholders of the same corporation or to their 
children with the approval of the corporation’s management 
and the Ministry of Cooperatives and Rural Affaire. MO share- 
holder 'e sham can be less than that equivalent to 20 
hectares of Irrigated and cultivated land. 

ARTICLE 10 - In case of a shareholder's death, the 
corporation will manage the eharee of tbe deceaeed sham- 
holder and will divide dividends among the legal helm of 
the deceased la legal proportion. Helm can pm sent one 
of themselves to the corporation as the deceased sham- 
holder's official representative, or oaa apply for sale of 
the shares to the corporation. 

ARTICLE 11 - Corporate farming companies will be 
ernanpt for 10 yearn from tbe date of their eetabllshamnt 
from any taxes and chargee levied on other companies. 
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None - Small ntataa landlords becoming shareholders 
vboee shares axoaod tka maximum sharaa bald by any fuaar 
family in tbolr napwttn araa will ba subject to taxa- 
tion according to tax lava. 

ARTICLE 12 - Shareholder farmara f alllag to pay ln- 
atallmsntn of tbalr dabt la tlma dll barn tbolr dabta 
paid for by tbo corporation against tbalr futora profits, 

ARTICL2 13 - Tho Ministry of CooporatlToa and Moral 
Affairs will prowldo support to tba oorporata farming con- 
pa Biss in tbalr o pa rations by oxtaadlag loans and gratuitous 
technical and financial aids out of tba government's currant 
or development budgets. Tba interest rates of tba loans 
extended nball not exceed -those of loans oxtendsd to rural 
cooperatives . 

ARTICLE 14 - The corporate farming companies* areas 
sill base priority la eonnsctlon with all rural development 
operations and projects undertaken by government agencies 
and organisations. 

ARTICLE IS - The Ministry of Cooperatives and Rural 
Affairs Is authorised to establish with the Cabinet's 
approval any necessary organisations for providing tech- 
nical and commercial service to the corporate farming com- 
panies., If managed commsrr.ally , the constitutions of 
these organisations shall be approved by relevant parlia- 
mentary committees. 

ARTICLE 16 - Shareholders falling to discharge tbalr 
responsibilities in accordance with tbs corporation's opera- 
tional plans, nay be deprived of m embe rship by tba manage- 
ment's decision and tbs Ministry’s approval, their shares 
being purchased la cash or by Installments and offered la 
the first place to other leaser shareholders and in the 
second place to tbo corporation. 

ARTICLE 17 - A council will be set up beaded by the 
Minister of Cooperatives and Rural Affairs and with member- 
ship of other responsible officials to draw up general 
policies and plana of tbs corporate farming companies and 
rural production cooperatives, to procure necessary funds 
and to supervise their operations. The decisions of the 
council will be carried out by tbo Ministry of Cooperatives 
end Rural Affairs and the organisations oonoerned. 

ARTICLE 18 - The village councils of villages falling 
within the areas of corporate farming compa ni es will be 
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dissolved and a single rural unit oouncll for tde entire 
area till b« formed la accordance with village oouncll 
election lam, to discharge all tbe affaire and responsi- 
bllltlee of the village counci la that It replaces. 

ARTICLE 19 - In rural arena when the Mlnlatry of 
Cooperatives and Rural Affaire flnde It necessary to set 
up corporate farming coa panics or rural production coopera- 
tives to help redevelopment after natural disasters such 
as earthquakes, floods, drought, etc,, it sill determine 
an appropriate area of operation and will purchase and place 
at the disposal of tbe corporation or cooperative all the 
land, water and other resources within the area. Share- 
holders will be tbe farmers of tbe area and tbelr shares 
will be determined in accordance with tbe extent of tbelr 
previous farming. Similar action may be taken In tbe case 
of areas falling within tbe reservoirs of new dams, 

ARTICLE 20 - Lands, Installations, standing property, 
qanats, wells and Irrigation equipment situated within the 
operation area of the corporate farming companies or rural 
production cooperatives which are not owned or rented by 
shareholders at the time of their formation will be trans- 
ferred to the Ministry of Cooperatives and Rural Affairs 
which will become a shareholder la proportion thereto accord- 
ing to Article 3 of this law. Evaluation of such lands and 
property and payment therefore to the relevant owners will 
be nade In the following manner: 

a. Lands, whether pertaining to village farming lots 
or mechanised farm lands, will be evaluated by tbe Mlnlatry 
of Cooperatives and Rural Affairs on the basis of tbe 
Supplementary Land Reform Law of 1963 and Its pertinent 
regulat-ons. Standing property (buildings, trees, etc.). 
Installations, wells and Irrigation equipment as well as 
farming machinery needed by tbe company will be evaluated 
by the committee specified In Mote 2 under Article 8 of the 
Supplementary Articles of Land Reform Executive Regulations 
of 1967, In tbe case of standing property and Installations 
the price determined will be paid In 18- year Installments 
from the date of transfer with a SS annual Interest, and tbe 
price of wells, pumps and related machinery will be paid in 
cash, 

b. Private endowments falling within the operation 
area of tbe companies will be purchased in the above manner 
and the proceeds will be used under the supervision of tbe 
End ow m e ats Organisation for tbe purchase and endowment of 
new property. Public endowment not yet transferred to tbe 
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peasants tanning then under the Lae of Transfer of endowed 
farmlands to farmers *111 be leased for 00 rears to the 
corporate farming company or rural cooperative and the 
rental *111 bo determined and paid on the bnsle of the net 
income of the three yearn preceding the ratification of 
this law, 

NOTH - All document a, agreementa or contracts consti- 
tuting an obstacln to tbs lnplsnantatlon of Articles 10 and 
10 of this la* mar be nullified by the vrltten declaration 
of the Ministry of Cooperatives and Mural Affairs. 

ARTICLE 21 - The Ministry of Cooperatives and Rural 
Affaire *111 sign all necessary documents on behalf of 
those shareholders or other relevant persons *bo tall to 
appear In person In time for signing documents. Tbs 
Ministry *111 take similar action in oases of undetermined 
osoershlp, inheritance, guardianship, etc. 

ARTICLE 23 - The registration offices and the notaries 
public are duty-bound to folio* the instructions of the 
Ministry of Cooperatives and Rural Affairs la drawing up or 
cancelling documents related to tho operation areas of the 
corporate f aiming companies or rural production cooperatives, 
as are exeoutlve and security officials la taking over or 
occupying property nlthla these areas. 

ARTICLE 23 - In connection with uncultivated and arid 
lands in villages located within farming corporation and 
rural cooperative operation areas «blob have been subject 
to tbe various stages of Land Reform, action will be tahen 
according to Artlolo 0 of this lae. 

ARTICLE 2d - Any disputes arising aftsr the determina- 
tion and leaunnoe of shares will be settled by the three- 
ean comalttee cited in Article 8 of this la*. 

ARTICLE 29 - Employees of the Central Organization of 
Rural Cooperatives or the Agricultural Cooperative Bank 
elected ns management officials of corporate farming com- 
panies or rural production cooperatives , *111 receive their 
basic salaries and allowances from their respective organisa- 
tion or bank and other relevant allowances and privileges 
as approved by the council oltnd in Article IT out of the 
project funds. The ad minis t rat Ire structure of the Central 
Organization of Rural Cooperatives and its relations with 
tbe offices and ngnneloo of tbs Ministry of Cooperatives 
and Rural Affairs as wall am the process of gradual trasafer 
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of Its r<Mpomilbllltl«a and 'authorities to local rural 
cooperative unions will bo do tonal nod with the approval of 
the Minister of Coopera tlvea and Mural Affaire. 

ARTICLE 36 - The Roaoarcb Center of the Ministry of 
Cooperatives and Mural Affairs will continue to operate 
under the constitution approved by par 11 anon t ary eonnlttaes, 
and any change In Its constitution shall require approval of 
the said coaslttees. 

ARTICLE 27 - The Minister of Cooperatives and Mural 
Affairs Is authorised to turn over to any of the Ministry's 
affiliated agencies the task of carrying out the studies 
concerning market-regulation and narks t -finding for the 
basic products of the corporate faming companies and rural 
cooperatives as sell as non- n snber f n rears . 

ARTICLE 28 - All the actions taken up to the approval 
of this lav based on the Lav of Corporate Parsing Companies 
of 1968 and Its anendnsnts vlll resale In force. 


The above Lav vas approved by the Senate on March 3, 1973, 
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E.O* 11652: US August 4, 1975 

TAGS : ECO N. ETRD, EINV. EFIN, PFOR. PINT. IR * 

End of Tour Report - The Outlook for Iran 


This alrgrara transmits an end of tour assessment drafted by the 
flnanclal/econcmlc development officer at Embassy Tehran for the 
past two years. It attempts to combine both economic and political 
factors and concludes that, while the economic outlook for the 
country Is very favorable, Increasing U. S. Involvement In the econ- 
omy contains the seeds of potential, though probably not serious, bi- 
lateral conflict. The outlook for continued even and reasonably 
good bi-lateral political relations Is bright. Tho conflict between 
rapid economic growth and modernization vis-a-vis a still autocratic 
rule, c omitted to more economic prosperity for the mass of the 
population and to social— but not political— change. Is the great- 
est uncertainty marring an otherwise optimistic prognosis for Iran. 

If the country manages to maintain relative stability by somehow 
working out an evolutionary rather than revolutionary meant of 
liberalizing Its system of government, then the long range outlook 
for Its continued prosperity probably Is as encouraging as for any 
developing country In the world. 

Tha U. S. and Iran both need things from each other. Only a radical 
change In the system of government or a breakdown In the world 
financial system would seem likely to disturb seriously the preseit 
mutually beneficial relationship. Tire U. S. probably will not ex- 
ercise much Influence over the course of developments In Iran. 
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Introduction : The rapid Increase In world oil prices and the 
petro-doVlar windfall have wrought such dramatic changes In Iran's 
economic prospects over the past two years, that one tends to for- 
get that In mld-1973 this already was one of the world's most 
rapidly developing countries. During the Fourth Development Plan 
period (March 21. 1968-March 20, 1973), the Iranian growth rate In 
res.1 terms averaged 11 percent annually. The foreign exchange 
surplus generated from oil exports at four to five times the 1972- 
73 price came at an extremely lucky tine for Iran. The country was ; 
Just embarking on a highly ambitious Fifth Development Plan and 
already had created an Infrastructure far superior to that of any 
other country bordering the Persian Gulf oil pool . 

The economic and political policies that Iran has followed over the 
past two years, from the view point of the country's own national 
Interests, have been rational and almost without exception highly 
successful. With the significant exception of the Iranian position 
on the price of oil, the country's policies have not been contrary 
to U. S. Interests. A strong and stable and pro-Mestern Iran Is 
more likely to remain a reliable ally bordering a long stretch of 
Russia's southwestern frontier. If Its economy remains strong and 
Its people prosperous. Iran Is firmly committed to the mixed econ- 
omy and has few Ideological hangups. American and other foreign 
Investment Is welcome, on Iranian terms. We dominate Iranian 
military Imports and we are supplying a growing share of Its non- 
military purchases at the expense of Western Europe and Japan. With 
or without any push from the U. S. Government our Interests In this 
country should continue to grow dramatically. 

The Domestic Economy - Booming but Still Bottlenecks : Tran Is grow- j 
Ing like Topsy. Its current pffces GNP for 1975 Is estimated at i 

about $61 billion, a growth In real terms of 22 percent over 1974. j 

Estimated current prices per capita GNP of nearly $1,800 this year . 
thrusts Iran Into the ranks of the rlchust of developing countries. I 
It can easily be argued that the Jump In oil prices accounts for J 

half the Iranian growth rate, but even without the oil price In- j 

crease, Iran's economic performance Is Impressive. There Is poverty, 
but the dire poverty of much of South and Southeast Asia is growing 
harder and harder to find In Iran and does not exist on a mass 
scale either In rural or urban areas. There remains a serious In- 
come distribution problem, And: the gap between rich and poor may be 
widening. Nevertheless, though the statistical base Is poor, most 
observers think the poorer classes In both city and countryside can 
perceive their lot to be Improving each year. 
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Mien compared to the gloomy economic prospects for most of the 
developing world, one can almost become euphoric about Iran, As 
bright as the long range outlook Is, however. It must be remembered 
that no one can yet say with certainty that this country, especially 
after having become accustomed to a much higher standard of living 
during Its oil export boom, will have established the kind of In- 
dustrial base It will need In 20 to 30 years for continued econ- 
omic prosperity when the oil export surplus has passed Its peak 
and will be noticeably tapering off. Nevertheless, Iran Is moving 
In the right direction to attain economic growth which can be sus- 
tained without a large oil surplus. Its development plan (Tehran 
A-51) Is logical, but the gigantic steel and petro-chonlcals In- 
dustry projects which are the plan's backbone are far behind 
schedule end for the most part still on the drawing board. The 
only Free Uorld country between Europe and Japan with anything re- 
sembling a self-contained heavy Industry sector Is still India 
where steel production began 50 years before It started In Iran. 

Mhlle Iran's Revised Fifth Development Plan Is a reasonable projec- 
tion, Its relevance to what Is actually happening In the country 
Is limited. The power of the old Plan Organization (now the Plan 
and Budget Organization) was effectively ended more than too years 
ago when It lost the last of Its Implementation responsibilities. 

With the GOI's current pullback from saw of Its more ambitious 
short range development goals (see below) and the public admission 
that Its foreign exchange resources are not Infinite and must not 
be squandered, the planners may regain some of their lost power, 
but this Is not yet apparent. 

For the past year and a half, such has been said about the too 
major bottlenecks In the Iranian economy— the Inadequate port and 
Internal transportation network and the shortage of trained person- 
nel. The Iranians have coped remarkably well with these very basic 
problems, but they are far behind In their plans to eliminate them. 
The crash plan of over 18 months ago to turn Bandar Shahpur Into the 
country's major port Is barely underway, and the docks there and at 
Khorramshahr pile higher with goods dally. The railway from Kerman 
to Bandar Abbas Is yeart away. The highways are choked, cracking 
from Increased truck traffic, and being Improved only slowly. Rather 
than bringing In all of the 721,000 workers which the country Is 
expected to be short of during the Fifth Pl:n period (ending March 20, 
1978), the economy to a great extent will Improvise relying on poor- 
ly trained Iranians, but thousands of foreign workers will continue 
to arrive monthly. These already are badly straining available hous- 
ing and other facilities, and the worst is yet to cane. It Is a 
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remarkable tribute to the basic stability of Persian culture and 
society that the Influx of foreigners so far has created so little 
apparent ill feeling, but serious problems could still develop. 

Agriculture continues to lag seriously. The foreign technicians 
uorklng In this sector are the most discouraged In Iran. Bad 
weather during 1973 and 1974 was the major reason for agricultural 
short falls during the first two years of the current Development 
Plan, but other serious problems are not being solved and no one 
seems to take the projected Fifth Plan agriculture production 
growth rate of seven percent seriously. Agricultural policy makers 
are at odds over the corporate farming/cooperatives/ 'small farmer 
approach. A coherent policy for pricing agricultural commodities 
Is missing. The problems of Iranian agriculture are hardly unique 
to this country and have defied solution elsewhere, but In the mean* 
time demand for a better and more varied diet Is rising along with 
personal Income, and the climbing food Import bill Is bothersome 
to planners concerned over the country's eventual ability to support 
Itself without an oil export surplus. 

Inflation Is not responding to control measures such as subsidies 
of basic foodstuffs and governmental threats to take serious actions 
against profiteers and hoarders. These may have slowed the pace of 
price Increases somewhat, but a 25 percent annual rate of Inflation 
Is now widely accepted as reasonably accurate. This rate Is more 
likely to continue to creep upwards then to decelerate. Here again, 
other countries have not found the secret of rapid economic growth 
, without serious Inflation and one should avoid undue criticism of 
' Iran, but the problem Is serious and likely will grow worse. At 
least the GOI has stopped placing the burden of the blame for the 
problem on Imported Inflation from other countries (Tehran 6867), a 
welcome sign of realism among economic policy makers. 

Another Indication that Iran's economic decision makers are coming 
to grips with the realities of the country's situation can be saan 
In the recent public admission that Fifth Plan development goalsw.i', 
lag behind (Tehran 5491). The motives behind this adolsslon are 
ailxed and Include, (1) the desire to spread the notion that the 
country faces a financial short fall because of oil production cut- 
backs In order to attempt to Justify to world opinion the righteous- 
ness of a further Increase in the price of oil, (2) the desire to 
convince Iranian bureaucrats that they do not have uni 1m' tad amounts 
of money to spend, and (3) the need to Justify refusals to most of 
the growing number of supplicants for Iranian aid, but the main 
reason was simply the necessity of acknowledging the realities of 
economic development problems and the likely delays which were be- 
coming dally more apparent. 
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tvm though accomplishments almost certainly Mill fall short of 
promises .the GOI deserves credit for the steps taken during 1974 to 
■aka education both free and universal and to provide national 
health tare. The removal of most school fees gave the real Incomes 
af much of the hard pressed urban middle class a genuine boost. 

(.'her serious efforts to came to grips with the incests distribution 
emblem and to bring substantial amounts of real benefits of the 
Iranian economic boon to the poorer classes Include the announced 
plant for corporate and Income tea reform (Tehran A-131) and the 
scheme to broaden ownership of Iranian Industry to benefit workers, 
farmers and the general public (Tehran 6942 and A— 163) . These plans 
will be difficult to Implement, but they seem bound to have some 
genuinely beneficial effects and Illustrate the leadership's de- 
termination to spread the benefits of econoailc prosperity. 

Many problems remain for the Iranian economy, but most of them seem 
manageable over the long tern. It must be remembered that few Free 
Msrld countries have fully logical and coherent economic develop- 
ment plans and policies. The nature of the mixed economy precludes 
aampletely rigid planning. The country's autocratic system of 

C remnant, the large size of the public sector, and tha dost 
ilness/goverroent relationship ('Iran, Inc." - Tehran A-73) give 
Urn GOI some advantages over other less tightly controlled societies 
to guide the economy. On the other hand, the talents of the managers 
ef the country's economy already are severely strained, and there 
It tn even more serious shortage at tha mid-management end techni- 
cal level of those who should Implement economic plant. 

At this stage of the game, all of this seems to add up to eventual 
■Iddle power economic status for Iran. This country by the end of 
the Twentieth Century should catch up with southern Europe In stand- 
ard of living and could easily have surpassed ell but the largest 
luropean nations In GNP, but It will not be among the major econ- 
aelc powers. 

t urns! Economic Relations - Implications for the U. S. : The past 
a years have brought profound changes in Iran's place In the world 
economy. It Is one of the most Important members and a prime mover 
In tha most financially successful cartel of all time. It moved 
rapidly frotv being a capital Importing nation to a capital exporter 
ef some Importance. Iran atHI Is classified among tha developing 
eauntrlet, and will remain so for many years, but It his moved from 
helng among tha batter off to among tha moat affluent of Third World 
powers. 
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In terms of U. S. and other oil Importing countries' Interests. 
Iranian support of the oil price hike Is the most significant 
factor In Its changed economic relationship with the rest of the 
world. This action has been universally popular throughout Iran. 
Virtually no Iranian will discuss the subject along any lines other 
than complete Justification of the 601 's policy on oil pricing. It 
Is of course arguable that higher energy prices may not be a bad 
thing for the rest of the world In the long run because of serious 
ecological/environmental problems and the finite supply of fossil 
fuels, but the sudden jump In oil prices can hardly be Interpreted 
In any way ether than detrimental t» U. S. and other energy deficit 
countries', short tens Interests. During 1974, with $2 billion In 
oil Imports from Iran, thlscountry for the first time became one 
of the major suppliers of petioleum tu the U. S. 


Like the price of oil. the second mosl Important factor In U. S. 
relations with Iran— supply of mllltaiy equipment— also has strong 
both economic and political overtones here the situation Is funda- 
mentally different In that we ere by far the most Important trading 
partner. The Iranians do not publish trade data which Includes Im- 
port of military equipment, but balanie of payments statistics sug- 
gest that nearly one-half of tome $10 billion spent on Imports dur- 
ing the Iranian year ending on March SO went for military Imports. 

Our own military sales data suggest tkit about half of this money 
was spent on U.S.-made aqulpnent. Accurate data are lacking because j 
much of Iranian military expenditure Is burled elsewhere In the i 
budget, but current estimates for this year put total Iranian mill- , 
tary spending at more than $10 billion or perhaps one-third of total 
iV / GOI outlay. This enormous sun Is Iasi of a drain on the country's 
, \h,'K financial resources than might seem apwrent because the absorptive 
/•• I-' ./capacity of other sectors of the economy already Is near Its limit. 

• i.’ It- ' More serious damage probably Is being lone to the civilian economy 
r. y by the Incalcuable loss from large nuners of trained personnel and 
s' ss executive talent remaining In uniform. On the other hand, this loss 

I" Is balanced to some extent by the ove-all benefits to the economy I 

from the training received by draftees ind recruits In the military '{ 
service who return to civilian life alter only a few years. .j 

After oil .and military equipment, the .bird most Important category j 
In U.S./Iran trade In 1974 was mach1ner.< and transport equipment, j 
but foodgralns are a very close fourth tod arc rising In Importance. 
Iran probably looks at cereals as the moit Important thing It buys 
from the USA after military equipment, tveh of the machinery and 
transport equipment could be purchased eltewhere, but no other 
country has the massive amounts of foodgnlns and many other agricul- 
tural products for sale on world markets tyalltble from the U.S. ] 
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With riling Incomes, Iranians expect to eat more and a wider 
variety of foodstuffs. At the same time, as noted above, the 
Iranian agricultural sector lags, and the prospect of reaching 
self sufficiency seems to be etuch farther than was the case only 
twa or three year ago. Iran Is likely to become our tenth largest 
■mrtst for agricultural products this year, and sales of foodgratns 
should total about $660 million. 

At I** M,,t ttefn a.e rtllab ju.cUita either tn Tehran or Washington 
far U. S. Investment In Iran. The Esfcasay currently estimates 
about $400-5500 million. This It a little lest than the totel three 
peers ego before the dissolution of the old oil consortium, but It 
•rabably Is excended In only two other Aslan countries— Japan and 
Me Philippines. Current prospects for joint ventures, many of 
ahlch already are in thn planning stages, point to good prospects 
for the level of U.S. Investment In Iran to Increase by three or 
feer times by 1300. The climate for foreign Investment In this 
eeuntry Is expected to remain favorable, but the SOI may become even 
smre selective and stricter about requiring foreign Investors to 
play the game only according to Iranian ruins. The requirement 
■Mtlonad above that all private companies, whether or not partly 
fcrelgn-ouned, divest themselves of 49 percent of their shares to 
markers, fanners, end the general public wltMn five years of their 
establishment Is a good example of the 601 's determination that 

t Iveta companies will take part In what la bellavas to be socially 
Mflctal policies. Foreign private Investors should not expect 
any kind of special treatment except where tax, customs, or other 
Incentives are offered as part of the original contract In order to 
attract an Industry deemed Important to meeting development objec- 
tives or to lure a new Industry to a backward area of the country. 

tlmpty because we are the best source of supply for most of the 
sophisticated military equipment Iran wants to buy, the cereals 
tnd other foodstuffs it cannot In the short term expect to produce 
in sufficient quantities to meet rising damind, and much .of the plant 
end equipment to be Imported for Iranian industrialization, and can 
erevlda much of the equity Investment and technology for Joint ven- 
wres and other Iranian Industry, ■ much closer U.S. /Iranian econ- 
omic relationship sesats Inevitable. This will occur with or wtth- 
ewt official encouragmnt from the two governments. Formalization 
of the burgeoning economic relationship occurred with the establish- 
ment of the Joint Commission for Economic Cooperation In February 
of this year. The Joint Commission may tn sons areas mean closer 
eeoperatlon and a mutually more speedy end beneficial transfer of 
eetea and services, but It Is not an umrlxed blessing. Bureaucratic 
Intrusion Into arrangements which the private sector ef one or both 
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eeisfiU'i.s way be able to make better on Its own should be avoided. 
Host of t lie $15 billion plus In U.S. sales to Iran projected over 
tha nex five years In projects discussed at the March Joint Com- 
mission mooting In Washington probably would take place In any 
case. Hie already strained Iranian bureaucracy Is not responding 
well to U.S. overtures for the support It should reasonably be ex- 
pected to provide to American technicians scheduled to enter the 
country to carry out various projects. 

Horeover, thorn Is a real danger that the formalization of U.S. 
Involvement In the Iranian economy under the Joint Coranisslon 
could become a serious thorn In U.S./Iran relations. Iranian 
economic development Is not going to be e smoothly graded one-way 
street. Pitfalls and reversals from time to thae are Inevitable. 

The foreign power most heavily Involved will make a convenient 
scapegoat, and we probably would be well advised to keep official 
participation to the lowest feasible level. 

Aside from lower oil prices, a growing share of the booming Iranian 
market, and a continued favorable Investment climate, the next thing 
we want most from Iran Is responsible behavior In the International 
financial syatam. This country's performance In recycling Its petro- 
dollar surplus thus far has been coamendable. While a quite reason- 
able case can be made that Iran's concessional and other lending has 
been made only for reasons of Its self-interest (either political or 
economic or both), huge loans at low Interest rates have been 
offered to some of the largest and poorest developing countries such 
as India, Pakistan, Egypt, and Afghanistan, plus purchase of World 
Dank bonds and loans to the IMF oil facility. The higher echelons 
of the SOI seem well aware the country's enormous need for imports 
for Its economic development progron cannot be met without the con- 
tinued smooth functioning of the leternatlonal financial system. 

The Iranians can be counted upen, because their own self-interest 
will remain uppermost In their mlrjds, not to support oil price In- 
creases so high tliat they would seriously undermine the stability 
of the world monetary system. 

The projected durability of the Iranian petro-dollar surplus cur- 
rently Is a controversial subject, both within and outside Iran. 
Borrowing from abroad, mostly for abort term export/lmport financ- 
ing and from tha World Bank for agricultural projects because of 
the desired technical assistance Nonporant In IBRD loans, was never 
stopped. There probably will be mm medium-term financing negoti- 
ated with foreign financial Institutions for Individual projects 
during 1P76. but Iran probably will not becoma a net Importer of 
capital, given- Its still large unutilized loan coamltments to a 
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•Ida variety of foreign countries, before 1977, or later There 
ere, of course, so many variables in the aquation that any pre- 
diction or projection of Iran's international financial position 
1s nearly meaningless. The future of oil prices and production 
levels are uncertain, and no one can predict the rate of Increase 
I* Imports the Iranian econocy will be able to sustain'. As noted 
above, currently the GOI seems to be trying to convince public 
wfnion that the country is poorer than is actually the Late, 
nils Is a quite reasonable policy froei the Iranian point of view, 
living the GOI a meant of rationalising support for «i. Increase 
in tin world oil price, and for the other reasons all . idy cited, 
the most Important of which is the necessity of facing up to the 
reality that many projects will not be finished as scheduled be- 
cause of supply. Infrastructure, and other constraints. 

OWJ^itJcal Contradiction! The past two years have witnessed 
dramatic changes in U.S ./Iran economic relations with Iran emerging 
as an important and much sought after market for American exports 
end for equity Investments in Joint ventures. And because of its 
position on oil prices, the GOI for the first time in the history 
of our 30-year alliance is taking a position on a matter of great 
importance which is contrary to U.S, interests. In the basically 
political sphere, not much has changed in U.S./Iran relations. Iran 
still looks to us as its chief protector from encroachments by the 
eelossus to the North. Iran still can be counted upon to support 
most Free World positions in international fora. The GOI welcomes 
U.S. Influence in other countries bordering the USSR and at least 
tacitly approves of a stronger U.S. presence in the Indian Ocean to 
counterbalance the Soviet naval buildup In the area. 

Uhilo the major portion of activity in our bi-lateral relations may 
be on the economic side, however, the toughest questions to answer 
in Iran today are political, not economic. The whole economic 
Save 1 opmen t/modern 1 za 1 1 on process which is proceeding apace In modern 
Iran is a contradiction with potentially serious overtones for the 
future. It is almost impossible to believe that in the long run 
even as seemingly strong and stable • regime as thst in power in 
Iran can get by with changing the country in only • few decades 
from a nearly illiterate, poor, end basically peasant society into 
a well educated, reasonably affluent, modem, end dynamic nation 
without at some point going through a period of serious polltlcsl 

r ival and perhaps even radical social change. Put in another way, 
current Iranian leadership Is asking tha people to accept modem 1- 
•ation In almost evsry respect while maintaining an autocratic po- 
litical system which still denies them most of the basic human 
freedoms taken for granted in most of the advanced Western societies 
which Iran Is striving to mnulata. 


CONFIDENTIAL 


1BR.V.V 

CONFIDENTIAL Tehran A- . 

I 'O 

Uhat die outside observer, of course, hopes for In Iren Is politics! 
evolution rather then revolution which within e reesoneble period 
of time would bring the country to Something resembling e modern 
constitutional monarchy. Iranians with whom I have dlacussed this 
subject will agree tn theory, but they are totally devoid of Ideas 
as to how this evolution might be brought about. Few seam to see 
a viable alternative to the Shah. And, alas, history provides dis- 
couraging precedents about the declining years of autocrats. I can 
recall no example of an absolute ruler willingly loosening the reins 
of power. The recent establishment of the one-party system removed 
even the facade of the existence of a loyal opposition to. His 
Hajesty's Government. It can be argued that nothing substantive 
really changed with the establishment of the Resurgence Party, but 
the portents nevertheless are hardly encouraging for the eventual 
creation of a more democratic system of government In Iran. Kith 
the educated elite seeming to constitute for the most part a passive, 
non-political ~ body of Individuals primarily concerned with making 
their way within the present system and unable or unwilling to pro- 
vide the conservative leadership from which peaceful change Ideally 
would come, one cannot help but feer thet they are abdicating In 
favor of the radicals. These are a relatively mil and disjointed 
group, but their ability to perpetrate random acts of terrorism In 
recent months against both Iranian and American officials Is most 
distressing. Democratic and much better organized and more stable 
societies than Iran have been unable to stamp out terrorism, but In 
this country only the disease and not Its root causes Is being 
attacked. Horc assassinations and other acts of terrorism seem 
likely. 

With oil of the country's development problems, the economic outlook 
for Iran seems much brighter than the political prognosis. On the 
other hand, the country's very successful economic performance prob- 
ably lessons the dangers of social upheaval. As genuine prosperity 
becomes more widespread throughout the country, more Iranians hava 
a vested Interest in the preservation of something resembling the 
status quo. The chances of a relatively.peaceful modernization 
experience also are enhanced by the basic stability of Persian 
society and culture and Its traditional respect for authority. In 
hplte of the myriad future political problmos appearing In the 
Iranian crystal ball, the most obvious of which Is how It will make 
the transition on the Inevitable departure of the Shah from the 
scene, the country's chances of avoiding radical change and a debil- 
itating extended period of chaos still seam fairly good. 


CONFIDENTIAL 


CONFIDENTIAL 


ttr.W 

Tehran A- 

fysal ble U. S. Leverage - Can we hope to exert such Influence over 
He future course of eventi In Iran? Perbapt, but we probably will 
not. Un the surface It would appear that Iren needs us more than 
we none this country. As noted above, we have easier access to 
alternative sources of our oil Inport needs then do the Iranians 
to tho sophisticated U. S. military equipment they It*, a baccate 
accustomed to and want to keep purchasing or to the ' asslve food- 
grain imports they will need over the nest few years to swat rising 
domestic demand. Iren also wants from us sore perl rclpetlon In 
joint ventures In this country end prefers U.5. bants as the safest 
piece to keep Its foreign exchange reserves In short tars deposits. 

Mwuld we choose to try to use any of our apparent leverage to 
Influence Iranian policies, our first aim probably would bo to try 
to force a more moderate Iranian position on the price of oil. But 
In this or any other area In which we might try to sway Iranian 

C llclas we are limited by our dedication to the free earket mechanism. 

rrlng an unlikely radical change In American policies, wt probably 
ere not going to Interfere with the transfer of technology or with 
capital movements in either direction or the sale of foodgralns, 
all of which are mostly managed by the private sector on the U.S. 
aide. Only military sains- to Iren remain, end In this area the 
awchanism already exists for exercising USD control. A relevant 
argument against restricting sale of military equipment In thn past 
hat bten that Iran aaslly could find another supplier from among 
ewr competitors. This now Is only partly truo. To cite one ex- 
a>gile, no other country at present can supply t fighter comparable 
to tlie F-14 . We would be unwise, however, to ettsmpt to pressure 
Iran by forbidding sale of some types of military equipment until 
w had addressed the broader question of how we might possibly 1n- 
flutnoi other key OPEC maters. Since Iran does not act alone In 
determining the world price of oil, pressure on this country prob- 
ably would be Insufficient to bring results. We also would have to 
tenilder restrictions on Iranian military purchases in light of our 
overall Persian Gulf/Indian Ocean policy. 

In any case, putting our own energy house in order probably over 
toe long term Is more likely to succeed In arresting the upwards 
trend in oil prices, If not actually bringing them down, than arm- 
tolitlng OPEC members. Given the seeming Inability of oil Import- 
ing nations thus far to act In concert, OPEC mamba rt will not be 
Irpressed by anything abort of accompli shown ta in developing 
alternative sources of energy premising enough to reduce noticeably 
*vrU da: land for oil. 
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ether than its stand on oil prices, Iran seems unlikely to take 
positions seriously harmful to vital; U.S. Interests, unless 
t lie re Is a radical cliange In Us system of government. The U.S. 
and Iran will remain natural allies against the USSR. Our In- 
terests In the Persian Gulf and Jndtan Ocean seem likely to remain 
very similar for a long time to come. And Iran's ambitious develop- 
ment plans are based on the continuing prosperity of the world 
financial system In which the U.S. is the tost Important national 
entity. Iran will not automatically follow the U.S. lead, but It 
will nut openly oppose most of our policies simply because our 
basic Interests still seem to coincide. 
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Tim Ambassador date: April 27, 1976 

AbCM - Mr. Mills 

1*01. - J. D/‘t?tempel 

Iranian Attitudes Toward Foreigners in Iran 


As you know, we have been talking with Iranians of various groups 
and social levels regarding their attitude toward the current 
and prelected foreign presence in Iran. I have reviewed the 26 
Interviews to date and offer some generalizations and thoughts 
on the exercise. I believe this memo and the interview reports 
themselves would be of interest to other selected officers in 
the Mission and at our Consulates, particularly since there 
nro a number of surprising findings, and I plan to make copies 
available to them. 

1 , The Sample . 

The number of those interviewed (26) is quite small, and of 
these, a significant majority are members of Iran’s middle or 
uppor level elite. These individuals are far more sophisticated 
than most Iranians; conversely, their'views are aluo more im- 
portant than those of the man-in-the-street , since they tend to 
be opinion leaders. It is worthwhile noting that the concerns 
expressed by these more sophisticated Iranians are almost wholly 
absent from the replies of those who could be considered repi-e- 
sentativc of a far greater percentage of Iran’s population. 
Cloarly, tho "foreign presence problem" affects largely those 
who have at Jeast a reasonable amount of contact with foreigners. 

Many of those Interviewed are concerned in a general way 
about the presence of foreigners in Iran, but not specifically 
Aioerlcans. Remarkably, two-thirds of the group mentioned 
Pakistanis, Indians, and "East Asians" — Filipinos and South 
Koreans — as groups which had grown the most (and by inference 
the groups which had affected them most). Only one-third of 
the sample said the American presence had grown over the past 
two or three years. Estimates of tho number of Americans in 
Tiiliran ranged from a low of 4,000 to a high of 40,000, with a 
Median reply of between 10,000 and 15,000. Only eight of the 
■ample described themselves as more conscious of foreigners’ 
presence than they were two years ago. Several of those inter- 
viewed have had extensive education abroad or are married to 
foreign wives, but this is not uncommon among middle and upper 
< lass Iranians. 
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2. FJT< y.-,iv. of tho r ovolgn Presence . 


Seven respondents said the current number of foreigners had 
little or no effect on them. The rest either disagreed or by 
inference suggested that foreigners’ did affect them. Several 
referred to the positive aspects of *he foreign presence' — 
increased technological skills, more trained manpower. Over 
half of the sample said they and their friends considered 
Americans and other Europeans responsible for the stiff increase 
in rents over the past two years. Seven cited problems arising 
from foreign drivers. Surprisingly, only eight mentioned unfav- 
orable incidents, and most of them had to do with "lower class" 
Americans drinking and brawling in public. 

There was a surprising lack of knowledge about special 
facilities for foreigners. The overwhelming majority of the 
sample accepted and favored the presence of AFRTS ; many who 
watch or listen do not even consider it a foreign facility. 

Only two suggested it should be brought under Iranian control, 
though one other warned that should tensions between Iranians 
and foreigners increase at some time in the future, AFRTS would 
be a logical target for attack. Only five people mentioned 
special facilities for Americans (Commissary and Gulf District), 
and only two of those suggested there was any envy* rtegardi ng 
these facilities. Three suggested that such facilities could 
become targets of discontent if relations between Iranians and 
Americans become worse. 

3. Ghetto Living Versus Assimilation . 

Not one individual supported the idea of special communities 
£*r foreigners, although two suggested it would be all right in 
special cases (Soviet Bloc nationals and for others in provin- 
cial vowns where new facilities must be built). Well over half 
the sample (from every level) thought it was as valuable for 
the foreigners as for themselves to have foreign residences 
spread out in the community. Only three people suggested any 
problems with tho integrated living, all in terms of possible 
security throats posed by Pakistanis and Indians gathering 
togethor . 

Only t hree individuals thought a doubling or tripling of 
tho American community would pose problems, and two of those *• 
related such growth to the lack of adequate housing and whop- 
ping facilities. Five respondents thought Iran would gain 
positive advantages from having more Americans, especially in . 
the technical arena. 
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4 , C onc lu sion s. 

Concern over tli.o increasing foreign presence seems to be 
glowing slightly among perceptive Iranians, but there are no 
#«rloiiK immediate problems. Several respondents noted that the 
•ip* dm I on of the foreign community is concurrent with other 
•It Iona 1 growth. The increased frustrations of urban living 
•ffoet both foreigners and Iranians. If occasionally the f or - 
•l«nor is blamed for these frustrations, it is not always his 
fault, and many Iranians recognize that fact. 

Those most affected by foreigners are those in the middle 
•f tho Iranian socio/economic spectrum. They deal extensively 
Villi foreigners on a daily basis and their professional and 
personal success is bound up with the projects for whom for- 
•Ignore arc hired. The very top elite are less exposed to 
fvrt ignors. Lower class Iranians care little about the American 
■rwaonco but fear and dislike the Indians and Asians who have 
flocked to Iran in response to the Persian economic boom. 

In a few specific cases, such as in university administration 
IImiwu with European academic training do resent American ways, 

If not the American presence, because their American-trained 
•Millongues (and competitors on the career ladder) are begining 
to roach commanding positions in the Iranian establishment. The 
•Mm ohs of tho American- ..rained Iranian thus provokes fear and 
•* in some quarters which is occasionally directed more 
ftHiurn 1 ly against the American community. 

While fears of rising widespread anti-Americanism seem 
••founded, the concerns expressed by our interviewees deserve 
*4l<M t tonal thought. Perhaps the most important observation is 
IMt in a period of increasing urban frustrations and rising 
foruign presence, it is more than ever necessary that we send 
••Mural ly sensitive and mature Americans here. Four or five 
f#«|N)i)don1.s specifically urged U.S. companies to select their 
par no unci with more regard to Iranian sensitivities. This, of 
•4 'Ui'mo, would apply to the U.S. Government as well as to private 
I ini un try . 

Mince urban life in Iran is becoming more difficult for 
miyimo, and particularly since there is a reasonable prospect 
wf an economic slowdown, it would appear highly desirable 
• «* ii« what we can to hold down the number of Americans coming.. 
Um«>. Having said that, it is worth noting that probably most 
♦•f i ho points of criticism would have been mentioned if the 
**«"• num presence had been only 1,000 instead of 25,000, The 
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attitudes expressed in this survey should thus be regarded ns 
a bench mark, uqt as a definitive description ol' Iranian think- 
ing. 
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KH MY OF I RANIAN ATTITUDES TOWARDS INCREASING FOREIGN PRESENCE IN IRAN 
l«l ervlov- r "hruary IS with Dr. Kcyyan Saleh in office of Cordon W in kler 


Dr, Saleh began to comment on the Interview itself by stating that he felt 
IDet this was long overdue and he was very pleased to learn that the Embassy 
«M tasking information with a view to some positive action. 

Dr. Saleh said that he was definitely aware that there are more foreigners 
In Iran now than there were two or three years ago, and that the bulk of 

I beta are Americans. He said all foreigners, unless otherwise Identified, 

•r« looked upon as Americans. 

Dr, Saleh guessed that there were about 30,000 Americans living in Tehran 
•ftd was surprised when he was told that the actual number was about half 
*f that. He noted that the American community was growing steadily and 
Mid that he understood there will be some 50,000 additional families in 
Iren In the next three years. He and his friends believe these will be 
Maitly in southern parts of the country. Dr. Saleh said he doubts that 
DU friends could be specific in providing a figure such as 50,000, but 
IDey all feel that it will be a very large amount. He said it is his 
understanding that Bell Helicopter will double the number of people it 
Dei In Iran. He added that Pak Dairy would also approximately double it"- 
American complement. 

Dr, Saleh said that he can always tell a foreigner, and particularly an 
American. He said this is particularly true when he sees an American from 
ID* rear. "You can tell by the hair-cut and you can tell by the cut of his 
Dents," he said. He explained that an American's pants look loose and 
♦loppy in the seat because they don't wear them high enough. He also 
teld he and his friends find American apparel very unattractive, particularly 
ID# loud clothing many Americans effect, such as bright green shirts, red 
Dents, white shoes and red socks. He termed American attire “grotesque." 

Dr, Siloh seemed to distinguish Americans between high-level company 
•••<utives and American diplomats and those on lower rungs. He said the 
letter were not simply the mechanics of Bell Helicopter but supposed 
Drofr-.sionals who come here for a variety of tasks. 

When asked if the presence of foreigners has any effect on his life and 
lives of his family and friends, he said that this was very definitely 
ID* case and that it was a constant source of embarrassment to him. He 
M'rt, "It is important to me because I am deeply Involved with Americans. 

II hint; rr,e if they are not professional . 11 He said, "I am deeply troubled 
«*«'! 1 hear Americans who have not been properly oriented about Iran and 
!*<*' is the case with most." He said they often will sit in meetings and 
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make statements that reveal a shameful lack of understanding of this country. 
He said that most Americans, he and his friends feel, react negatively to 
Iran and simply do not assimilate well. “They are litre for the fast bucl.." 

"What troubles us," he said, "Is that so many Americans are getting embar- 
rassingly large salaries like $50,000 a .year and talk about this in front 
of Iranians. Educated Iranians react negatively to this and feel that 
these clumsy and bumptious people with minimal professional standing can't 
possibly be worth what they are getting." One of the problems, Dr. Saleh 
said, is that many of his friends travef to the United States often and 
the Americans they meet in the U.S. are vastly different from those that 
come here and are considerably less professional. He said: "They're not 
rounded-out people." 

He said it is obvious to himself, his wife and his friends that they have 
psychological problems, the wives are not secure, there is a great deal 
of bitching, there is a great deal of drinking, the wives are obviously 
unhappy. 

He went on to point out that the Tehran American school Is known among 
his friends as an "Army brat" school that provides a less than effective 
education. He said it is felt that most of the U.S. children in the 
school are moved around the world constantly and that they are rootless 
and lack social values. Both Iran Zamin and Community Schools have much 
higher reputations. f 

Regarding special facilities and organizations for foreigners in Tehran, 

Dr. Saleh mentioned the American Women's Club, Pars America Club and Gulf 
District. (He was a bit confused about Gulf District and referred to it i 
as "the Castle." After a while, he identified the fact that he thinks 
Gulf District gets the nickname from the castle on its emblem.) 

I asked him if he had any feeling about Gulf District. He said that he 
did not, but that he did have the feeling that there were an awful lot 
of hippy-looking kids near Gulf District-, including girls thumbing rides. 

This just isn't done in Persian society, he pointed out. 

He said he and his friends had the feeling that the AWC is a clique. "We 
don't see American women integrated at parties; they don't seem to mix 
well. They are comfortable in the AWC," Dr. Saleh explained, lie said 
this is not true of Italians, Swedes, Germans and other Europeans, most 
of whom mix well and speak good Persian. This is never true of the 
Americans. He said he seldom sees Americans at really high-level social 
events in this country, but he does see English, French, Belgians and 
others at these affairs. 


48 


CONFIDENTIAL 


CONFIDENTIAL 


3 


Regarding radio and TV, he said he is crazy about the new Internationa] 
broadcasting of NIRTV and' builds his schedule around certain programs. 

(He does feel that the two American moderators are useless and often 
embarrassing.) He said the English news Is much better than the Farsi 
news. He said it would be no loss to him if American television went 
off the air. However, he strongly feels that American Armed Forces 
Radio should continue "except the Okie-type music which everybody nates." 

He said all of his friends listen to the American Radio Broadcasting and 
like it. He noted that it Is an easy vehicle to help middle-class people 
learn the language. 

In connection with disagreeable incidents between foreigners and Iranians, 
Dr. Saleh is not aware of anything specifically but'he launched into a 
very strong diatribe about American drivers. He said Iranians realize 
that they themselves break all of the rules In the book when they get on 
the highways and the streets of Tehran. “But," he said, “this Is our 
country." He said many Americans, after they're here a while, "drive 
worse than we do. They go through stop lights, they cross dividing lines 
and their driving gives us a very strong feeling that they just consider 
us as peasants." In many cases. Dr. Saleh said, "my friends have pulled 
down the window and yelled, 'look, this is my country; you can't drive that 
way and cut me off that way.'" Dr. Saleh is convinced that there will be 
many street fights precipitated by roguish American driving manners. 

"The basic feeling," he said, "is that this American son-of-a-bitch is 
' doing well and living well in my country and not bringing anything to the 
country and now he's driving all over me. American drivers seem to come 
at you on purpose. 

Further on driving, he said that foreign women are terribly aggressive 
behind the wheel. He noted that all of this driving problem seems to 
have occurred in the past nine to 12 months; prior to that foreigners were 
not driving aggressively and manners were excellent. He said the problem 
for Americans in this whole situation Is that all foreigners seem to be 
driving this way but that "all foreigners are considered Americans. The 
basic reaction that Iranians have to this,” Dr. Saleh said, "is that 
Americans simply have no respect for us. They think we are dirt." 

He got further into this matter and he expressed the feeling that his 
friends have a strong sense that Americans are here not to help this 
country but simply to make a fast buck. He more and more hears the 
question, "What have they done for us?" He noted that there is a strong 
government push today against the use of any Anglicized Farsi words. 

He went on to say that five years ago the American way was the most 
respected way. American systems were the most desirable systems, whether 
or not it was in manufacturing or education or management or medicine, 
by now there has been such a significant buildup of antagonism because" 
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of the presence of the Americans that more and more Iranians are saying 
“We don't want the American way." Ironically, Dr. Saleh pointed out, 
American cars, machinery and other manufactured goods are still widely 
considered to be the best in the world. “Iranians seem to forget that 
these manufactured goods grew out of the American systems they do not 
want." 

The presence of Americans In public places Is a problem. Dr. Saleh does 
not see it In the restaurants where he eats, because the higher-level 
Americans frequent those places. However, his wife and her friends sense 
problems very deeply In supermarkets. "Supermarkets are hot beds of 
antagonisms," Dr. Saleh noted. He said foreigners have caused prices to 
sky-rocket in the supermarkets and that when Americans go through a super- 
market they clean out everything “like locusts." When the Iranians get 
there to shop, there Is nothing left. He pointed out that he is not 
absolutely sure this Is true, "but what Is significant Is that people 
believe 1t.“ 

He noted that "there Is no hope for us In housing," and went on to say 
that If he and his wife did not have their own home they simply could not 
live In Tehran. They would have to leave the country. They could not 
afford to rent a suitable dwelling. He said that all desirable housing 
has been taken by foreigners. He said the same is true of office space, 
trained office help and domestic help. “Americans have taken all the 
chauffeurs and drivers," he said. 

Some of the most frightening sections of the morning English-language 
newspapers, according to Dr. Saleh, are the growing want-ad sections which 
constitute a daily reminder of the American presence. It Is a market plac< 
for everything. He opened Kayhan International and showed me the column 
of want ads printed In the paper "by departing Americans." "They want to 
sell us everything and It's all junk." He said, “I've even seen ads where, 
they have tried to sell us used underwear." He also noted that prior to 
six months to a year ago "we never saw ads put In the papers by con artisti 
such as those that are trying to get rich quick hy selling land In Spain." 

He said it would be a terrible mistake for Americans to be herded Into 
strictly American communities. He noted that even when you drive through 
the typically foreign or American neighborhoods you do see American and 
Persian kids playing together in the street. -He termed this a heartening 
factor because there is some visible Interaction. He does not feel, 
however, that placing the American military cadre In a community by itself 
would create a particular problem. He said he thought It might be useful 
to get them off the street. His general feeling about them seemed to be 
negative; he had the erroneous impression that the greater bulk of them 
were enlisted men "driving down the street In a jeep." He was surprised 
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when 1 told him of the high percentage of officers and very well-educated 
officers who are in ARMISH/MAAG. He noted "In one sentence you have 
cleared up a problem for me." 

In connection with the military, he said that he is convinced that the 
p-esence of the large American Air Force planes on the tarroack at Mehrabad 
constitute a public relations problem. He and his friends are very 
conscious of their presence and there is considerable conversation and 
discussion of the huge amounts of food and other excellent, goods and 
products which pour off of these planes "for the American community." 

Dr. Saleh continually came back to the matter of lack of American Interest 
in Iran. I asked him how he felt about the ads on American TV for trips 
to Persepolis or ShuSior Golestan Palace- I observed that this certainly, 
indicated an interest in local culture on the part of the Americans. Dr. 
Saleh denied this and said it is merely sightseeing: "They will go once 
and then they will forget it." He contrasted this to Europeans who, he 
said, "when they visit places like this, have a very deep and abiding 
interest and get into the subject very deeply." 

At that point I asked him whether or not he was aware, or his friends 
were aware, that an American university student had a much wider oppor- 
tunity in American schools to learn about Persia and Persian history than 
„did students of any other country. He said that he was aware of this, but 
he doubted if many other Iranians were. 

He noted that a particularly important problem area was the Imperial 
Country Club. He said Americans are now joining in great numbers and 
swarming all over the place. They seem to join basically for the golf 
and the movies and, in recent months, old-line Iranian members have been 
unable to get seats in the movies because the Americans are “sprawled 
all over the place." I asked him why the membership committee at the 
Imperial Club didn't keep the Americans out; they certainly didn't need 
their money. He had no answer. 

Dr. Saleh concluded by saying that he and his friends are very concerned 
about the future. They feel that there will be many more problems 
coming to Iran with the Increasing number of Americans. "We find it 
stifling as we look ahead, because we see more of the same kinds of 
Americans coming in, the quasi-professional who has no feeling at all 
for the country, quickly establishes a negative attitude, wants to make 
his money in a hurry and then get out." 
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Student Inte r views . 

Two Iranian students in my class at RCD College (which in- 
cludes Iranians, Pakistanis and Turks), saw an increase in 
Asians in Tehran. They did not feel there had been much of 
an increase i n other foreign groups and found it difficult 
to distinguish Americans from other Western Europeans and 
Scandinavians. Their principal concern about the effect of 
foreigners was whether they would take places in universities 
that Iranian students might fill. Neither was aware of any 
special facilities for foreigners, other than Hindu temples 
and some Christian churches. Both- thought it was bettor not 
to segregate foreigners in one area. Both students appeared 
uninformed and uninterested in the American presence in Iran. 

A 24-Year Old Iranian in Business. 


Reza sells traffic equipment and other civil engineering 
gear for a small Tehran company. A graduate of Pahlavi 
University, Shiraz, he has lived in Tehran four years and 
has noted a slight increase in foreigners. By category 
{there are many more Indians and Pakistanis in Tehran now be- 
cause "Iranians used to go to the Persian Gulf Emirates to 
work but now the whole sub-continent is flocking to Tehran 
to take advantage of our oil money.-"- Reza believes there 
are slightly more Americans in Tehran than there used to be 
but is unaware of special facilities for foreigners (although 
I know this individual and his wife occasionally watch AFRTS 
television, iijza never mentioned it, despite attempts to draw 
him out), llcza believes foreigners should not be segregated 
by ghetto because in the case of Arabs and other sub-continental 
individuals, this might create security problems for the 
Government of Iran. He thought special housing projects 
in provincial cities were all right, as long as the contrast 
with local life was not too glaring. 
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Memorandum 

Political Section 


dato: February 19, 1976 


Econ/C - Lange Schermerifc 




tUBjiicr: Political Special Project - Iranian's Views on 

the American Presence in Iran 


A comment from a prominent Iranian woman on American 
presence in Iran may be of use'^jar sparing your report* 

Mrs, Farhang Mehr, wife of the Chancellor of the , 
university in Shiraz, turned to me in a group conver- 
sation last night and said Shiraz is becoming full of 
Americans, mentioning in particular a recent influx 
of American citizens under contract to Westlnghouse, 

She asked "Why doesn’t the company choose a better 
type of person? The children all run wild 1 *, and 
proceeded to cite some examples of youthful behavior 
which irritated Iranian neighbors of the American 
families, including 10-11 year olds smoking and 
drinking beer in public, Mrs, Mehr said she had 
personally gone to one set of parents and asked them 
to monitor their children’s behavior and if they were 
unable to do so, suggested they move to another area. 

She said the family has now left (whether out of the 
country or to another apartment and whether at her 
Instigation was not clear), 

COMMENT : Unfortunately , many employees are not 
carefully screened with regard to personal life style 
and there is some question whether companies would 
believe that they should exercise such screening even 
if the general principle of well-behaved, easily adaptxKg 
American employees Is deemed desirable. If plans for 
development in Isfahan and Shiraz proceed as hatf been 
widely discussed, there will be a much greater influx 
of Americans and presumably comments similar to Mrs. 
Mehr’s will be increasingly prevalent unless serious 
orientation and screening efforts are undertaken 

by recruiting companies with or without some 
form of USG assistance. 
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SURVEY OF IRANIAN ATTITUDES TOWARDS INCREASING FOREIGN PRESENCE IN I RAN 

Intervie w with Or. Ki.di Heravi, A nori can-educated Poli ti cal Sc i ir iiti t 
on t he Fa cult y of Nati onal Uni ve rsity, and now seconded 't o Razi Un iversity 
as Vice Chari ce'llor. Interview was at lunch In a restaurant. 


Professor Heravi said that he is not now more conscious of the presence of 
foreigners in Iran than he was two or three years ago, but he is more cons- 
cious of their presence than he was ten years ago. He estimated that there 
were about 0,000 Americans currently in Tehran. He says that he can usually 
identify an American from other foreigners but is not sure how he is able 
to do this. He feels that it is based on his own extensive experience in 
the United States. 

Dr. Heravi, interestingly enough, commented that he and his friends are 
increasingly aware of the presence of Russians in Iran. He said this is 
particularly true, of course, of his friends in Isfahan. Some of them 
seem to feel that the Russians have taken over that city. However, he 
personally also senses a considerable growth in the Russian population in 
Tehran and is very much aware of increasing activity on the part of the 
Russian Embassy, both socially and in other ways. 

When asked if the presence of foreigners has any effect on his life. Pro- • 
fessor Heravi said, "Yes, I enjoy their presence here. I like being with 
them." He did say that there is no question that people feel that prices 
are up considerably and that all of the criticism is levelled at the 
Americans. "You are getting 100% credit for the increase in housing prices," 
Heravi said. He pointed out that he knows of one instance where an Australian 
moved into a house and got it because he bid the price up double and when 
people heard about this, they referred to the Australian as "that American 
who got the price of that house up." Professor Heravi feels this may very 
well date back to the Point Four days when Americans would come in and rent 
a house that normally went for about $100 for as high as $175-5200. He 
said, "Those kinds of prices were nothing in your own country in those days 
but they were terribly high for us, and the reputation of Americans running 
up prices may very well date to that period." 

When asked if he could identify certain special facilities for foreigners, 
he listed Gulf District, the Tehran American School and the American 
Hospital. He has no particular feelings about any of these places and he 
said that the only comment he could make regarding Gulf District is that he 
has the sense that more Iranians would like to go there and use the faci 1 i tie- . 
However, he felt that this would not be a useful idea because the mingling 
in the bgr would lead to "all kinds of trouble." 
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Dr. Heravi said that he never watches television "either American or Iranian. 
However, he said he listens to the American radio statijn regularly in his 
car because, "1 am more at home with this broadcasting than I am with the 
Iranian broadcasting. The quality is, to be sure, not as good as it is in 
the United States but I like it more than the Farsi broadcasting because 
I do not feel it has the same falsification." 

He went on to say that credibility is the principal pcblem-of National 
Iranian Television, although he did add that a number of his friends have 
spoken positively about the new International broadr*:ting on Iranian tele- 
vision. He said many younger people like io listen 'o the American radio 
station because the music is more up to date and wo idly than that of the 
Iranian station. 

On the other hand he said that it is true that a number of students, part- 
icularly the left-wingers, feel that the presence of the American television 
station is a means "of colonizing" the country. He said that a number of 
his students have mentioned this to him. 

When I asked him if he thought It would be wise from the standpoint of 
Iranian-American relations to eventually eliminate this broadcasting, he 
thought for a moment and said, "Well, if you eliminate It, then these young 
students will simply find something else to complain about and refer to as 
American imperialism, such as your magazine or your Cultural Center." 

lie could recall, when asked about disagreeable incidents, the "unfortunate 
knifing of the American boy in the bar in Saltanatabad" and an altercation 
in the hotel lobby Involving an Iranian who felt that a foreigner was 
staring at his wife. However, Professor Heravi was not sure whether or 
not the foreigner was an American. He said he supposed that there was an 
Increasing number of Incidents with the increasing presence of foreigners 
In Iran--but he was rather vague on this. 

lie personally is not conscious of the presence of the American military 
hut the more leftish and liberal students are definitely conscious of it. 

'The younger generation feels the presence of the American military here," 
hr said, and added that he has heard a number of conments on this from 
students. 

Hr. Heravi, when asked about driving, said that it is certainly true that 
Americans are "beginning to drive like we do," and many Iranians are 
lomnenting on this. He said that the general feeling Is that "the Americans 
pick up our bad habits too fast and do not pick up our good habits." He 
did seem to feel that some Iranians, even though they recognize that they 
themselves commit the same traffic Infractions, will accept it from other" 
Iranians but get rather uptight when they see the Infractions committed by 
Americans. 


LIMITED OFFICIAL USt 


55 


LIMITED OFFICIAL USE 


3 


Professor Heravi does not feel that there is a problem about the way 
Americans dress and "as a matter of fact, our kids try to dress in the 
same way." lie ad-.'jJ that this docs, to a degree, bother some of the older 
and more tradition-minded Iranians who, when they see their Lids in blue 
jeans and with long hair, tell them, "You only pick up the bad habits of 
the Americans." 

I asked Professor Heravi what were some of the good habits of Iranians 
that Americans fail to pick up. He seemed to be rather hard-pressed to 
respond to this but finally said, "Well, 0 'ir overpoliteness." He mentioned 
that when tea is served in offices and in 'other locations, the host expects 
the guest to accept the first cup but at the same time anticipates that the 
guest will ask the host to take the first cup. There is this tarouf business 
in any kind of personal Interchange, Dr. Heravi said, and in the tea situation 
the host often expects a "little dialogue." 

Dr. Heravi also pointed out that a number of Iranians have mentioned to him 
the very unattractive habit which Americans have of putting their feet on 
tables. This is strictly prohibited in Iranian culture. 

When asked about Americans living in specific compounds, Dr. Heravi said 
he would be completely against this. I pursued the matter somewhat and 
asked him how he would feel about the relatively small military contingent 
in Tehran being moved into a compound of its own. He said he thought this 
would be a terrible mistake. He said the military Is now spread around in 
the northern part of the city and nobody feally is terribly "aWare of it or 
notices it. "If you put them off into a community by themselves, they will 
become easily identifiable and people will be continuously aware of their 
presence. This will further remind people of the Iranian military buildup 
and the amount of money that is being spent on it. It would be a very 
serious mistake," he said. He added that people would probably be envious 
of what would obviously be an attractive American community. 

This led into a discussion of the American commissary. Professor Heravi 
said there is definite envy of the Americans because they can get a variety 
of merchandise which is better than is available to Iranians on the market 
here. He said that the Iranians who were most envious of this are those 
who have been educated in the United States. He said he was under the 
impression that anyone with an American passport had access to the commissary. 

I explained to him that this was not the case. d 

K 

Generally, Dr. Heravi does not feel that there is a significant presence >j 

problem for Americans today. When we talked about the possibility of a 1 

considerable increase in the American presence, he said that he felt that >1 

it was important that they be dispersed throughout the country. "If this f| 

large a group is going to be concentrated in one metropolitan area, even L 

one as large as Tehran, there is potential for trouble." a| 
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He- added that there Is one group today which Is very conscious of the American 
presence and cri iical of it. TL.it is students generally. It is very coi, men 
to hear them state that "all these Americans are just here to make a lot of 
money and they are not doing anything for us." There seems to be an aware- 
ness that a number of them are retired military who get good pay and do 
nothing. There also Is a feeling among the students that a very high 
percentage of the Americans are CIA. 
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SURVEY OF IRANIAN ATTITUDES TOWARDS INCREASING FOREIGN PRESENCE IN IRAN 

Interview wi t h Jo urnali s t Shaul Bakhash on February 22 at lunch in a 
restaurant 


Mr. Bakhash said he felt it was a very gobd Idea for the Embassy to begin 
probing this subject. He said, in response to the question as to whether 
or not he is conscious of the presence of foreigners, that he definitely is, 
particularly in shops, restaurants, on the ski slopes and other public 
places. He is particularly aware of them because he lives near Mirdamad 
and Jordan Avenues where a lot of foreigners are moving In. 

However, as Mr. Bakhash answered the questions, it occurred to both him 
and to me that neither he nor most of the people to whom we are addressing 
these questions are the best possible interviewees. These individuals, 
Bakhash suggested, are ones who have had considerable experience in Europe 
and the United States and therefore the Impact— positive or negative— of 
foreigners on them would be much less dramatic than on Iranians who have 
never had an overseas experience. 

When asked how many Americans he thought lived In Tehran, he guessed 20,000. 
He said he can usually tell If a foreigner is an American by his accent or 
mannerism. When asked if the foreigners had an effect on his life, he 
suggested that there was one positive effect. A grocery store in his 
neighborhood is now a supermarket which caters to foreigners. It has a 
large number of items that would not ordinarily be available. In this way 
Bakhash's life is somewhat enriched. He commented at this point that he 
has heard the Prime Minister say that he much prefers the traditional 
Iranian shops to the supermarkets because the supermarkets have such a 
wide assortment of goods that they are increasing the expectations of the 
population and he, the PM, hopes the government will continue to be able to 
meet these expectations. 

In discussing reactions to the foreigners, Bakhash said that he felt that 
the most negative had to do with rents. He said the escalation in rents is 
blamed completely on the foreigners and It is now almost out of sight for 
most Iranians. He says he occasionally hears negative comments about 
foreigners and cited the long waiting lines for the tows at the ski slopes 
as one place where Iranians are saying such things as "I don't go to the 
Alps; why do they have to come here and clog up our tows?" He also noted 
that the presence of foreigners has accentuated the servant problem and 
there is a general crowding of facilities which are ordinarily patronized 
by the upper classes. 

As far as special facilities for foreigners, he mentioned the U.S. Commissary 
several clubs and Gulf District. However, he does ndt feel that the 
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presence of these facilities are as negatively looked upon today as they 
were some years ago. Then most Iranians were envious of the special Items 
which could be obtained In these places. Today such Items, foods, etc. 
ore available for most people. 

Tor and away the most serious concerns have to do with the feeling that 
foreigners are paid much more than Iranians for the same kind of work and 
for the same kind of qualifications. He Said you hear this very often. 

He cited cases of consultants bringing In staff members from abroad— 

Europe as well as the United States— who replace Iranians with the same 
qualifications, and In some Instances, who attended the same universities. 
This Is an almost universal complaint, Bakhash said, among qualified and 
educated Iranians. 

Bakhash also noted that there Is Increasing differentiation by Iranians 
of types of foreigners. He saldthat he frequents the Tehran Club which 
Is English-oriented and he notices that the bar today Is full of Englishmen 
of less education and with poorer accents than the English who used to be 
there. He said these are simply technocrats who come here to make money 
quickly. He said the same situation prevails with Americans. 

As far as radio and television are concerned, he personally doesn't watch 
or listen. (He Is loyal to the printed word.) However, he said that many 
.of his friends do see American television. At this time he does not feel 
that there is necessarily a problem about “cultural Imperialism" In having 
a foreign broadcasting operation on Iranian soil, but he did suggest that 
If other strains and problems do occur, either on a people-to-people or 
a government-to-government level , the potential problem of the presence of 
the Armed Forces Broadcasting studio could be exacerbated. 

Bakhash also offered the following positive point. He said he had a talk 
with Houshang Hehr Ayln, the Editor of Kayhan International , following 
Mchr Ayln's recent visit to the Iran America Society which resulted In the 
very positive editorial. Mehr Ayln commented to Bakhash that "because I 
believe so strongly In democracy, I want things like the Iran America Society 
In this country. Establishments like that help to preserve human dignity 
and are In a sense a protection for us.“ 

bakhash was not aware of any disagreeable incidents between Iranians and 
Americans. He was sensitive to the way Americans are driving in traffic 
these days and did feel that American aggressive driving could possibly 
lead to some problems. But he does not feel this strongly. 

When asked about putting members of the foreign community, or perhaps a 
segment such as the American military, In a separate community, he said 
he would be absolutely against this. "This Is the worst thing you could - 
possibly do." He pointed out that he Is not aware of any military presence 
in Iran and he said this would be the best way to Identify It and call 
attention to it. He said, "You would not only be doing that but you would 


LIMITED OFFICIAL USE 


59 


LIMITED OFFICIAL USE 


3 


obviously be creating Jealousies among many Iranians because the American 
community would undoubtedly have all types of facilities and accoiimodailei 1 

When asked how he would feel about a tripling of the size of the American 
community, Bakhash looked glum and said that we ought to be very, very 
careful about this. He again repeated that we are wise to be looking at 
this now and noted that Americans really are noticeable and aggressive 
people and that there could seriously be problems. "Vou should try to liuS 
the size of the overall American community, 11 he said. He added that the 
community today has not reached a saturation point and that he could not 
guess what the saturation point mlght.be, "but there is one." The level 
of the saturation point would depend on government-to-government relations) 
or changes In them. "If certain high-level strains continue, this can 
affect the level of the saturation point." He also noted that If Internal 
tensions grow, If the economy becomes less buoyant. If shortages develop, 
there could be problems. He noted specifically that if an unemployment 
situation arises among the Iranian people, this could cause serious tcnsld 
as the American community grows because people would assume that the 
Americans were taking their jobs. "This could be the most serious sltuat* 
of all ," he said. 

He also made the point that no matter how cosmopolitan Iran becomes, the 
Iranian mentality Is basically provincial. He said, for example. If an 
Iranian goes to England or the United States, the citizens of those 
countries really are not concerned whether z>r not the Iranlar has an under- 
standing and an appreciation of English or American culture and history. 
Here It Is different. Here there Is a self-consciousness and a concern 
that people understand this country and have a respect for It. He felt, 
therefore, that any efforts that can be made towards orienting newcomers 
to the culture and traditions of this country must be made. But he 
continuously got back to his concerns about an American community three 
times the size of the present one and said steps should be taken to do 
something about It and “my government should be as concerned about this 
as yours." 
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February 24, 1976 


FROM: POL - Archie M. Bolster 

SUBJECT: U.S. Presence in Iran--Sharim Chubin 

As an Iranian educated abroad (including a Ph.D. in International 
Relations from Columbia), Chubin is not. necessarily an unbiased 
observer. When he returned to Iran to Join the staff of the 
Institute fo- International Political and Economic Studies, Chubin 
could speak some Persian but could not read or write it. Thus, he 
may be more sympathetic to the problems foreigners have living in 
Iran. 

Chubin observed that Iranians are generally tolerant of foreigners 
and have grown use! to seeing many of them in Iran. Europeans and 
Americans are more obvious than other foreigners, and particular 
attention is paid to the Americans because more Iranians realize 
that the U.S. has the greatest Influence on events In Iran. A major 
resentment which professional people in Iran have against Americans 
is that the salaries paid American experts are often far larger than 
those paid to Iranians, even when many have been educated in some of 
the same universities. Another complaint leveled specifically at 
Americans is that more and more, the people who arrive have been 
poorly briefed on Iran. They are "mercenaries" who are here solely 
to make money and do not make any attempt to understand Iranian 
views. Chubin did not feel that the special facilities for Americans 
were particularly noticeable in Tehran. 

Both Sharim Chubin and another colleague from the Institute who was 
present during part of this conversation (Fereidun Fesharaki) 
thought that Iran's dependence on foreign advisors would continue to 
grow. This was true particularly in the context of Iran's purchase 
of complex weapons systems which are beyond the capacity of Iranian 
technicians to maintain. Both men saw this development as a serious 
problem in Iran-U.S. relations, because Iranians had generally 
expected their dependence on foreigners to decrease gradually over 
the years. If this did not in fact take place, it would lead to 
serious frustration and then to increased xenophobia focused 
particularly on the U.S. 
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UNITED STATES GOVERNMENT 

Memorandum LIMITED OFFICIAL USE 

TO : Econ/Mr. Brewin „ ATE: March 10, ]: 

from Econ/D. R. Patterson, ^ 

subject: Iranian Attitudes Towards US Presence: 

Interview with Barry Chubin of NIOC 

The subject responded to the questionnaire as follows: 

1. He is not more conscious of the presence of the foreigners in Iran now 
that he was two or three years ago, except for the greatly Increased num- 
ber of visitors. The nationalities he notices most are English, American 
and French. He thought about four thousand Americans lived in Tehran, but 
when questioned further, indicated that it had not occurred to him to think 
of dependents, but only the number actually employed. He had no Impression 
as to how many dependents there might be. He said he could definitely tell 
when a foreigner was American because "I grew up with them, I know how they 
walk, talk, dress and so on." 

2. He said he was not at all aware that the presence of foreigners has 
had any particular effect on his life or those of his family and friends. 

In general ten, is, lie said, he finds foreigners "a pleasant addition" to 
the Tehran scene. 

3. He said the special facilities for foreigners of which he is aware 
are Gulf District and the Coiiiiiissary. He said he is glad such special 
facilities $rc available to the foreigners and only wishes at tia.es that 
he could have access. He Insisted, however, that he felt no resentment 
at all about the existence of the facilities. He said virtually the only 
radio and TV programs he listens to are those broadcast especially for 
Americans and he most definitely thinks such broadcasts should continue. 

He said he had heard of disagreeable incidents between Iranians and 
foreigners, but with one exception could remember no details of any par- 
ticular story. Rather, he had a general impression of having heard a 
certain number of tales of drunken fights. The one exception related to 
two visiting Americans who variously identified themselves as working 
for the Hudson Institute, ABC, and a Japanese Government agency. Some 
time ago USIS sent a cable to Washington about this Incident, in which 
the too visitors tuld Mr. Chubin in his office that because of high oil 
prices "You may look out this window one day and see the sky filled with 
airplanes and pilots. This incident has remained vivid In Mr. Chubin's 
memory. As to foreigners living in Iran, however, Mr. Chubin said his 
impression was that he had heard fewer comments on disagreeable incidents 
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tharf he had a few years ago. He admitted, however, that he may be 

hearing less because of some change In his awareness or pattern of 

living. 

4. He feels that it Is definitely better for both foreigners and 
Iranians to have the foreigners live on the economy rather than in 
separate compounds. The compound approach seemed to him a kind of 
"self ostracism 1 ' and added that “if you draw a borderline around an 
identifiable group, they become a focus of attention and possibly 
of resentment. “ lie said his answer would not be different in the 
case of large groups of foreigners being settled in provincial 
towns. His reaction, if he heard that the number of foreigners 

in Iran might double or triple in the next few years is "no prob- 

lem." 

Like all the Iranians I know, Chubin does assign a large share of 
blame to foreigners for the wild bidding up of rents. He well 
understands that the underlying problem is one of supply, but 
though recognizing the practical difficulties of such so approach, 
expressed the wish that all foreign communities would get together 
and agree on guidelines for maximum rents they would pay. He also 
shares the almost universal view that Iranian landlords discrimi- 
nate against potential Iranian tenants (out of fear that the 
Iranian tenants will remain indefinitely in a house or apartment) 
in favor of foreigners. 

Chubin speaks from a rather special personal and philosophical back- 
ground. Ho emphasized, for example, that he believes very strongly 
that for differing groups to mingle and become acquainted with each 
other is norossiry and healthy. Chubin, however, has been educated 
in England c.nd the United States and in fact lived most of his life 
in those two countries. His Engmlris native and is, in fact, 
somewhat hotter than his Persian. While his case is extreme, it. 
seems to me that many of the people on the list of potential inter- 
viewees tend to be his sort of person. If this is true, I fail to 
see the worth of this exercise. I remain convinced that most of 
this society remains highly traditional, rather deeply religious, 
and somewhat xenophobic. 
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Memorandum 
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to : Econ/C - David E. West ley DATE: March 15, 1976 


from : Econ/C - Lynne Lambert 


subject: Iranian Attitudes Toward U.S. Presence: Interview with 
Mr. Rahimi Nedjadi of TTT Shipping Services 


Subject response to questionnaire as follows: 

1. He is more conscious of the presence of foreigners in 
Iran than he was two to three years ago. However, he believes 
that the presence of foreigners is beneficial, since they provide 
necessary technology for Iranian developmental programs as well 
as skilled labor, which is in short supply, particularly in the 
construction sector. He believes the presence of foreigners who 
have previously lived abroad in other countries is more bene- 
ficial than the ’’off the ranch" variety, and he feels those 
foreigners (unfortunately too few) who partlcpate in local 
events and who adopt a few Iranian customs have a better tour 

in Iran and are appreciated more by Iranians. He believes 
that Americans and South Koreans constitute the predominant 
foreign resident community and he believes about 10,000 
Americans live in Tehran. He claims' he can Identify an 
American immediately by his appearance, dress and demeanor. 

He can also identify northern Europeans versus southern 
Europeans, but is unable to tell the precise country of 
origin. 

2. The presenco of foreigners does not have any special 
effect on his life or the lives of his family or friends. 

The only special facility just for foreigners that he is 
aware of is the American commissary, about which ho has no 
opinion. He listens frequently to American radio and tele- 
vision programs, hopes they continue, and wishes they would 
improve in content. Mr, Nedjadi* s children attend Community 
School and listen to American broadcasts to improve their 
English. 

He is aware of disagreeable Incidents between Iranians and 
foreigners. He claims that most of the incidents have involved 
"low class" Americans who tend to drink in excess which results 
in aggressive behavior toward Iranians. Such incidents have 
increased over recent years, but Involve a small minority of 
Americans resident in Iran. 
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3. Mr. Nedjutli believes that foreigners should assimilate 
with the local population, because both have much to learn 
from the cultural habits of the other. He believes that 
spearate compounds would create a ‘cultural problem and 
would eliminate the benefits of international exchange. 

His attitude toward separate compounds is the same for 
Tehran, Shiraz and other provincial areas. He would 
welcome a largo foreign community in the next five years 
particularly if it is a community which can train Iranians 
in necessary skills and can assis t the Iranian development 
program. He would urge that a greater degree of cultural 
orientation be given to newcomers and that only those 
foreigners who are really interested in international living 
and learning about Iran be selected for assignments here. 
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POL - Mr. John Stempel date: March 15, 1970 

E/C - Mr. David E. West ley 
SCI ATT - Albert S. Chapman ^ 

Informal Survey of Iranian Attitudes Toward Increasing Foreign Presence 
in Iran 


MR. BEHR0U7. . S HA HANDEH 

Answers tilths questions were as follows: 

1. Yes, he was more conscious of the presence of foreigners In Iran 
now than 2~3 years ago. Obviously, Americans, but he has noticed 
also Germans and recently East Aslans. He estimates that there 
are about 10,000 Americans In Tehran. Yes, he can usually tell If 
a foreigner Is American or not, by his appearance (clothes — color 
of his shirt), mannerisms and voice. 

2. No, the presence of foreigners does not have a direct effect upon 
his life or the lives of his famlly.^nd friends. Indirectly, how- 
ever, the presence of foreigners does affect Iranians, most 
specifically It produces a housing shortage. It is his Impression 
that when large foreign corporations were establishing themselves 
in To hr n’t in recent years, they aggressively sought housing and 
transportation, driving the costs of these quite high. Many 
Iranian 'landlords prefer to rent to foreigners because they can 
repossess their properties soon again when the foreigners leave. 

The only special facility exclusively for foreigners that he knows 
of Is Gulf District. He Is indifferent to Its presence, but he 
feels it helps to isolate Americans. He feels that such facilities 
tend to produce reactions from the Iranian people. He frequently 
listens to American radio and TV programs. Of necessity he spends 
considerable time In his car and always has the radio tuned to the 
American station, presumably for the music. He also likes to watch 
American sports and movies on the TV. (Mr. Shahandeh spent many 
years in luo U.S.) He is aware of disagreeable incidents between 
the Iranians and foreigners, most particularly the problems arising 
out of apartment living - loudness, misunderstandings due to the 
language barrier. He mentioned the British In particular, but Jie 4 . 
feels all foreigners have these problems, and. more frequently during 
their special national days. He believes these Incidents have 
increased because he hears more complaints. 
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Memorandum - Informal Survey 

3. He doesn't like segregation of foreigners into compounds where 
they would live, work and play. He believes this creates 
animosity on both sides, although it might initially reduce 
friction. Such compound living Indicates that neither the 
foreigners nor the Iranians accept the other people. If large 
groups of foreigners were to be settled in provincial towns, he would 
not object, just so long as there were not great numbers of them. 

He believes foreigners are losing the natural welcome which Iranians 
used to give them, because they are exceeding the abflity of exist- 
ing facilities to care for their needs, most particularly housing. 

If the number of foreigners were to double or triple during the 
next five years, he would not like it. Facilities for them are 
already tight, producing tensions wfth the local inhabitants. 
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UNITED STATES GOVERNMENT 

Memor 

to : POL - Mr. John Stdmpel date: Hor IS, IS 

THRU : ECOil - Hr. Ilrn, 

from : SC I ATT - A. S. 


subject: Sampling Iranian Attitudes Towards US Presence: 

Interview with Ali Ghazi , Head, Remote Sensing and Data Division, 
Plan and Budget Organisation 
Government of Iran 


1. Mr. Ghazi said that he was more conscious of the presence of foreigners 
In Iran now than he was two or three years ago and was most aware of Ameri- 
cans, but that he was conscious that there are fair numbers of Europeans 
here. He wouid judge there are more than seven thousand Americans living 
in Tehran, lie said he could usually tell whether a foreigner was an 
American or not by his accent, his height and his dress. 

2. No, generally the presence of foreigners has not had an appreciable 
effect upon his life or the lives of his family and friends. He qualified 
this, however, by saying that he worked closely with an American firm and 
their families visit each other socially. Generally, however, Americans 
tend to move in their own circles. He was also aware that there are spe- 
cial facilities for foreigners in Tehran. "I know, for instance," ho said, 
"that then; is an American Club up near Darrous"(but he did not know the 
name of the club, and he was not aware that Persians could also be members 
of the club). "I do not feel that these clubs have the right to be exclu- 
sively foreign. This would not be allowed in your country." He sain he 
often listens to the American radio because both he and his wife like pop 
music. "However, we do not listen to the American TV because it requires 

a special antenna." When asked if he thought the American radio and TV 
should be allowed to continue, he hesitated and then said he thought they 
should be under the supervision of NIRT. When asked about disagreeable 
incidents between Americans and foreigners living here, he said he had 
heard of a lot of such incidents. He explained that he generally thinks 
of two broad categories of Americans in Tehran: "The well educated ones 
do not present any great problem, but in some instances laboring class 
Americans and GI's are unable to talk reasonably (logically) with Iranians 
and sometimes the tone of their conversation Is unpleasant. He was riot 
aware that foreigners other than Anerlcans were involved in disagreeable 
incidents, but he presumed that there were problems also with other foreigners. 
He felt that such incidents had decreased a lot in recent years. 
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3. He felt strongly that foreigners living In Tehraiy should live dis- 
persed throughout the city because otherwise their. Isolation from Iranians 
would be further Increased, therefore lessening /dunces for contact crd 
increasing friction, lie continued to advocate dispersion even if large 
groups of foreigners were settled In provincial towns for the same rea- 
sons. He even preferred dispersion of foreigners If the numbers doubled 
or tripled In the next five years or so because he feels that Iran 
requires modern technology from the West and foreigners must come to Iran 
to get modem enterprises going. “Effective transfer of modern technol- 
ogy to Iran can only be done if the foreigners live In harmony with the 
Iranians and compound living would not promote the kind of contact needed 
for this." 
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Mr. Hehabi, s treet cleaner who works .lust south of Nmlo ri 
Street. 


This individual was between 55 and 70 and has worked Tor 
about 25 years at his prosont job; His somewhat unique views 
do not really fit the intellectual framework of our survey, 
but as they may be representative of a great many "average" 
lower class urban Iranians, I am including them: 

Hehabi thought there were probably more foreigners in Tehran 
now, though it was hard to tell, since there were so many 
more people generally. Everybody was messier, too; especially 
the young Iranians who throw stuff out of cars. At least the 
foreigners ("khoragee") did not mess up the streets. No, 
foreigners did not bother him very much; they were not nearly 
as bad, as some officials he knew, and he wished some Americans 
would move into his district, since his friends from 
Abbasabad said they tipped pretty well. "Who cares whore 
foreigners live? I've got problems of my own." (This last 
sentence was said in a tone of voice which suggested that the 
interviewer must he slightly crazy, if otherwise harmless, 
so we parted on friendly terms.) 
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THE iRAN-AMERICA SOCIETY 

7B VESALE SHIRA2I AYE., 


TEHRAN 


Informal Survey of Iranian Attitudes l’oward 
Increasing Foreign Presence in Iran 


The Director of courses interviewed an Iranian .-art-tine 
teacher of English following th* format suggested by the 
outline supplied. The person interviewed was most 
cooperative and appeared extremely pleased to have a chance 
to express himself on the subject. 


1, He said he v/as definitely more conscious of the presence 

of foreigners in Iran than he was two or three years ago. 

- Americans 

- 10,000 

- ..o 

2. He ot.fited that the presence of foreigners does have an 

effect on his life and the lives of his family unci friends. 

- he and his friends can't find apartments at a reasonable 
price. Landlords prefer foreigners because they pay 

the high rents and vacate the apartments within a limited 
time . 

- nhen groups of Iranians attend nightclubs, etc,, 
foreign males frequently ask the girls to dance, 
he stated that this i3 completely unacceptable to 
Iranian males, he cited an instance at the hilton 
hotel when this occurred with his group and said that 
they a ere all secretly indignant, but did not react 
violently. 


-■ Yes. he stated that he did know of facilities just 'for 
foreigners in Tehran. He named the i’vin hotel as or.e 
such and said that one section of the hotel uses only 
dollar.; the currency, .:e also named the cowling 
<11 ley : :• another such facility which charged Iranians 
ar. eni. . .oe- fee and didn't eshnrge foreigners. This, he 
said h'*.s changed with - price control. 
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He expressed a strong resentment against such practices, 
saying that he "hates the idea." 


- re does listen to the radio and 'i'V programs broadcast 
especially ior Americans, he did not express negative 
feci ir;; r. about AFRTd, but said that he and his friends 
question the idea of the program in English on national 
Iranian Television.' They also resent the fact chat 
television programs in English run later than programs in 
Farsi. He also mentioned the fact that with only one 
F i.. station in Tehran, too much English programing is 
used. 


- He considered the constant complaining of foreigners about 
the traffic an example of disagreeable incidents and said 
"all they do is complain about the traffic and housing, 
make a lot of money and depart from Iran much richer." 

- Foreigners involved are not from any particular country. 

(I think he meant Americans, however, since most of his 
foreign associates appear to be American) 

- He thinks incidents have increased and predicts that, they 
will increase. 


3. - Yes, he thinks it is better .£o have the foreigners live 

and work with Iranians - very definitely. 

- Ho his answer would not be different if large groups of 
foreigners were to be settled in provicial towns. 

- He would be upset if he iheard that the number of foreigner 
might double or triple in the next five years or so. 


Comments 

1 received the impression that the man interviewed v/as 
happy ( to have the chance to express hi3 views and that he resents 
the increasing number of foreigners. He mentioned also that 
according to his friends, foreigners receive much higher salaries 
than Iranians for the same work. He emphasized that Iranians 
look western in dress, etc., but that this is a superficial 
resemblance only. 
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UNITED STATES GOVERNMENT 

Memorandum w^gg a * .. "" 

ro POL - John Stompel. date: March 16, 197P 

won : ECON/C - David E. Westley^l 

iudject: Iranian Attitudes Toward U.S. Presence: Interview with 

Mr. Mike Pishvaian, Diesel Auto Parts Business Executive 


Mr. Pishvaian reported that he was currency more conscious 
of the presence of foreigners in Iran and was most aware of 
Americans. He estimated that some 40,000 Americans live in 
Tehran. He asserted that he could easily spot an American 
by his clothes, speech and actions (for example, an American’s 
eating habits— -method of handling his silverware and the fact 
that if he wished to skip a restaurant course he would proceed 
to the next course without waiting for his eating companions 
to finish). 

Mr. Pishvaian indicated a belief that the presence of 
foreigners had an effect in hoping to introduce new and 
useful ideas and raise living standards through such things 
as the introduction of new foods.. In the latter respect, he 
cited the impact of new dietary habits introduced by Americans 
on the health and siz« of the post-World-War. II Japanese. 

Pishvaian was aware both of the commissary and USAFOOtt and 
Peykan Clubs and that they were restricted to Americans. He 
felt no resentment for himself or the Iranians— Americans 
were entitled to them if they wanted them— but felt strongly 
that they unfairly discriminated among Americans themselves. 

He said thanks to the Commissary he could purchase almost 
any American product on the local market at 2-3 times the 
intended price. 

He said that in his home (his wife is American) one heard 
only the American radio and TV. His children watched the 
Iranian channel only when viewing a U.S. film with the aid 
of an FM radio to hear the original version. lie thought it 
was useful in teaching the children English. Ho saw no reason 
why both should not continue even if the Iranian station 
increased its English content. 
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Pishvaian assorted that ho personally was unaware of any 
disagreeable incidents involving Americans and Iranians, 
although he had witnessed some between Americans. Accord- 
ingly, he had no comment on whether Incidents had increased 
or decreased. 

Pishvaian believed the present situation of foreigners being 
located in several areas of Tehran was preferable to a com- 
pound existence, but noted that Africans (and other foreigners) 
did nevertheless tend to cluster in certain areas. He noted 
that Iranians were bas ically hospitable people. He felt he 
would feel the same as regards the provenoial cities and/or 
if the number of foreigners would double. He added a post- 
script, however, to the effect that while he believod the 
influx of foreigners was good— and here he said that in his 
opinion Iran and Israel were the two developing countries 
that had made great strides in large part owing to the influx 
of foreign influences, including intermarriage __ He would not 
be happy to see an influx of Pakistanis, etc. in contrast to 
Americans, British, Germans, etc. 

Comment : Pishvaian speaks from a special point of view. He 
is American (Iowa) educated having spent ten years in the 
United States, has an American wife and a green card and 
probably will immigrate one of these days. He also works 
for a company having many U.S. lines, most notably Allis- 
Chalmers. Although I pressed Pishvaian to be as "nasty” 
as he wished, some reservations concerning his candor might 
be in order. 
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Mohson Darbani , Personnel Manager, Otis Elevator Corp. of 
Iran. 


Darbani was Staff Aid© to Minister of Intorior Amouzegar for 
five years until early last December; he knows a great deal 
about the actual foreign presence- in Iran and is probably the 
most knowledgeable source I interviewed. 

Darbani says the number of foreigners in Iran has signifi- 
cantly increased over the past four years. There are now 
many more Pakistanis, Indians, Filipinos, and South Koreans * 
plus a modest increase in "Europeans" — including Americans. 
Principal problems are being created by the Filipinos and 
South Koreans, who fill jobs which Iranians could fill. 
(COMMENT: While those two foreign groups are supposed to be 
skilled construction workers, truck drivers, etc., Darbani 
says Iranians perceive them as unskilled laborers, particu- 
larly along the Persian Gulf.) Iranians do not understand 
why they should accept and work with (often) illiterate 
Aslans instead of themselves being trained in the needed 
skills. 

Most Iranians do not resent Americans or Germans because they 
knew that these foreigners bring "skills which take a long 
time to learn,” hence a general deference to Europeans and 
Americans. Darbani sees real problems with the influx of 
Asians, but notmuch with the greater numbers of Europeans, 
since their lives do not impinge much on the average citizen. 
He thought no special facilities were being provided for 
foreigners (Darbani, as with many other interviewed, seems 
to consider the U.S. Armed Forces radio and TV stations as 
part of the local scenery, i.e., for Iranians as well as 
foreigners . ) 

It makes little difference where Americans and Europeans live, 
because compared to others, they do not "threaten" Iranians 
the way Pakistanis and other Asians do. Darbani personally 
thought ghetto-style housing was bad, since it inhibited 
cultural adjustments, "which Americans seem more willing to 
make than others," but he thought compound living was bene- 
ficial to the government in the case of Asians, since it 
enabled the GOI to handle security aspects of these foreign 
communities better. 
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SURVEY OF IRANIAN ATTITUDES TOWARDS INCREASING FOREIGN PRESENCE IN IRAN 


Marilyn Mc Afee Inte rview with Mahnaz Afkhami, Minister of State for Wo msi i 1 s 
Affairs, "at'T.er (TfFice on March 11 


Mahnaz stressed throughout our talk that she probably was not the right 
person to talk with in that her life was now so busy as to be "insular." 

She explained that she works until at least 8 P.M., rarely gets home 
before 9 P.M. , and is so tired that she wants to go straight to bed. On 
the one or two nights a week that she accepts invitations, the functions 
are usually formal and there is little opportunity to really talk with 
people. 

She also said that she was so sympathetic to America and Americans— "I 
grew up there. It's my second country"— that she was likely to be 
uncritical to the point of not noticing what others, less sympathetic 
might notice. Her husband, for example, she said, went to the U.S. after 
high school and she suggested that he might see things differently. 

Our conversation did, however, elicit some interesting points: 

The NITV International program is very resented, even by those who watch 
and enjoy it. Why should prime time be given to an English-language 
broadcast? 

AFTV is accepted. It's handled by Americans. What bothers people is 
Iranian TV doing an English-language broadcast. 

Mahnaz thought there were probably 50-60,000 foreigners in Iran. She 
didn't know how many Americans. She was sure there were more now, but 
again referring to her "Insular" life, said that she was not aware of the 
Increase. She said that she heard more negative reaction several years 
ago, but thought it was because her life was less constricted then. 

She didn't seem alarmed about a potential Increase, but wondered how the 
city might be able to absorb it physically (e.g. housing). 

C 

She thought that a compound for Americans would not be beneficial— even 
if it were for some and not all Americans. While it might solve some of 
the problems, she thought that it would be most unfortunate. Americans 
wouldn't learn anything about the culture. They might as well be living 
in the U.S. She also thought, from the viewpoint of her concern for 
Iranian women, that the impact of foreign women was beneficial. 

Mahnaz said that her exposure was primarily to lower class Iranians through 
her IW0 work, and to Government officials. She thought that thp middle, 
class,' particularly upper middle class, would be' the group(s) affected the 
most and the group(s) most likely to react. 

On the lowerclass— she spends hours discussing their problems with them. 
They have enormous problems including rents, but there is no connection 
with foreigners, liiey are not concerned with foreigners. 
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On government officials/decision-makers--there Is increasing resentment, 
of imported culture. "Her Majesty is always talking about it." "I.ocal 
solutions for local problems." 

Government officials resent a great deal the kind of press notice received 
In the U.S. It is personally and deeply' resented. Iranian officials are 
increasingly sensitive because Iran Is increasingly under attack. "It's 
•xtraordinarily unfair." 

Perhaps government officials are hypersensitive--perhaps they don't 
understand the nature of the American press, but they are extremely 
sensitive to it and resentful of it. And this resentment translates 
Itself locally. "Take the Marion Javits story. If it had been Iraq 
Instead of Iran It wouldn',1 have been played the way it was." 

The mood of the country is not now pro-foreign. It Is very "pro- 
nationalistic." Even foreign wives of Iranians are now having a worse 
time of it. The novelty is gone. They used to be received more warmly 
as being 1nterest1ng~as having something special to offer. Not now. 

Ihey are forgiven less. Now they are expected to know all the nuances 
of Iranian culture and behave accordingly. Mistakes are no longer "cute." 
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MILLS SURVEY - DR. ZIAI *w- Head of Hajles i'orelyi delations CoamitUt 


1. More conscious of foreigners, but not In sense of crowding. 

6-8 months ago during big boom It was vexing because all trying to 
get contracts and soak up money being thrown around. That wave has ' 
passed. Now he doesn't sense resentment. Reasonable people know 
foreign experts are essential to get job done and are willing to 
pay for and put up with. With laborers, must regulate flow of 
entry so as not to get into trouble like European countries. Some 
leftist young people resent, but few. Thinks 2,000-4,000 Americans f 
live Tehran! Can't usually tell U.S. from other Western but if he 
frequented bars, hotels like U.S. he might feel differently. 

Sometimes U.S. are more outspoken than others (he means pushy.). 

2. No effect. He knows of PX and “clubs" but people don't resent. 
They think U.S. medical care is better and resent that (I disabused 
him of that). Myth that Americans come with pockets full of money 
still lives but is changing. 

pt? 

He watches^TV, listens to news when driving. Likes. People 
don't object. 

Has heard disagreeable things about rent incidents recently. 
Nothing more. In past GI fights, etc. troublesome. 

3. Likes mixing of foreigners with Iranians. Isolation creates 
problems like with Brits before which still resented. If large 
numbers go to provinces at once, might temporarily keep apart 'til 
get used to each other, but if can phase in gradually there is no 
need to isolate. Keep them part of general life of community. 


- 2 - 

On reactions to news of trlpl Ing-complex , would resent more 
Russian, Indians and Paks less desirable because of large families, 
large numbers of them might slow down Iranian learning of skills. 
Westerners not resented because of benefits they bring; businessman. 
Investors, technicians OK, but keep skilled and semi-skilled workers 
to minimum. 
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SURVEY OF THAN I AH ATTITUDES TOWARDS INCREASING FORE I ON PRESENCE IN T 

Gordon Wi n kler Interview -with Khodadad Farmanfarmaian , Chairma n , 

Industr i al Ban) : of T ra n, March 16, 1976. Interview ed . ( Iran 

America focl c ty . 


I explained to Khodadad what .the interview was all about and he 
requested that he be permitted to make an opening statement before 
we got into the individual questions. 


In his opening comments Khodadad said he felt that it was very 
useful for the Embassy to be looking into the matter but he wanted 
to admonish us not to make an'issue of*J»t. He is very concerned 
lest our own concern about this potential problem dramatize it for 
Iranians. He said he was glad we were only talking to 25 or 30 
people and noted that any of those people could possibly mention to 
the Prime Minister or some other high ranking official that "the 
American Embassy is concerned about this problem and therefore we 
should be concerned about it." He said he could easily see the PM 
bringing up the matter in a meeting of the Council of Ministers or 
with other high ranking officials. 

Khodadad said that 15 to 18 years ago Americans here were, in his 
Judgment, a much bigger problem than they are today because Iran 
has changed very fast. A decade and a half ago this was a terribly 
provincial country. Today more people are sophisticated, they have 
television and they have become internationalized. "Our eyes are 
getting used to you" Khodadad said. 

He wan extremely high in his praise for the atmosphere which 
Ambassador Helms has created since he took over his responsibilities' 
here. He felt that the Ambassador keeps a very low profile, "is not 
running around the country making speeches," and "even seems to try 
to keep his pictures out of the papers." He said it is apparent 
that USIS and other elements of the American Mission also are very 
conscious of maintaining a low profile under the Ambassador’s stim 

Khodadad said it is important that we guard against trying to demon- 
strate any kind of special relationships between the two countries. 
He repeated in a number of ways hie admiration for the way Ambaasad 
Helms has handled himself in the past three years in Iran. 


When asked whether he is conscious of the presence of more for eigne 
in Iran now than two years ago, Khodadad answered, "in total yeo." 
noted that the oil revenue Jump has brought many Americans and 
nationals of other countries, particularly businessmen, to Tehran., 
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He is very much aware of the fast Luck operators and apparently 
is plagued by a r.umV.r of people, who have been given his name and 
insist on seeing him, "Just so they can say that they have done so 
when they report back to their bosses." 

He said he felt the sudden inflow of new business in Tehran, while 
beneficial, could create suspicions "especially when viewed against 
the background of such events as the Lockheed expose." He said lie 
very definitely can tell Americans from other foreigners. "All you 
have to do is look at their shoes." He explained that Americans 
wear shoes with thicker coles than do Europeans. He added that he 
has had no much experience with Engli Bespeaking people that he 
can, of course, spot an American by his accent. 

Again, discussing business and foreigners coming into the country, 
Khodadod noted that it is cheaper to bring British, Germans , or 
other Europeans than Americana. "You simply pay them less." He 
said there are, to be sure. Jealousies on the part of some Iranians 
as to what Americans get paid but he noted that at the higher levels 
Persia’s top experts are getting approximately equal remuneration as 
Americans. 

He pointed out that there are some phony "experts" coming into the 
country, but "we now can select better; we are better Jewelers and 
can tell glass from diamonds." He also Explained that more of the 
experts are coming into the country under the aegis of the private 
sector and "you can’t fool the private sector very long." 

When asked to estimate the number of Americans in Tehran » Khodadad 
guessed h ,000 to 5»000. He was somewhat surprised when 1 told him 
the total was approximately 16,000, but he was not troubled by this. 

When asked if the presence of foreigners had any effect on his life 
and the lives of his family, he said that there was no effect in 
tenns of the use of resources such as food, taxis or public facilities 
He acknowledged that in the case of certain types of housing, the 
rents may have been affected by foreigners. 

He went on to say that he felt that certain activities by foreigners 
such as the British Council, the Coethe Institute and the Iran 
American Society were totally salutary as far as Iranians were 
concerned and benefited bilateral relations between the countries. 

When asked if he could name any special facilities for foreigners he 
mentioned the fact that he thought there were some clubs, but he 
had never been to them. Wien I mentioned Gulf District he clearly 
recalled its presence and its purpose, but he has no problems about 
it; nor docs he feel anyone else has. 
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On the question of radio/television, ho Quid that he listened to 
channel 7 "all of the time’' ana would hate to see it abandoned. 

He said that he also feels that NIRT International is worthwhile 
but that it is healthy to have two broadcasting operations in 
English. 

Khodadad was unable to identify any disagreeable incidents between 
Iranians and foreigners and very vaguely recalled the "slaying of 
two Americans in Azarbayjan' a couple of years ago." He discussed 
Americans in traffic and said that "all foreigners ore becoming Just 
like us," but he felt that most Iranians do not perceive overly 
aggressive or clumsy behavior by American motorists because they do 
not perceive it among themselves." They do not feel it is wrong to' 
cut someone else off," he noted. 

Khodadad responded most definitely and vociferously when asked his 
opinion of the possibility of Americans or other foreigners living 
and working in separate compounds with their own shops and recreational 
facilities. He responded to this suggestion with a resounding "NO." 

He said that foreigners "must live and work among us so that they 
are not distinguished x-rom us." 

He said any effort to separate any individual segment of a foreign 
community — and in this case he volunteered the thought t of separating 
the American military -- Hrould be a very serious mistake." He said 
this would identify individual segments of the foreign population, 
call attention to them, build up envy and Jealousies and be totally 
counterproduct:; v-j . 

When asked whether or not this might be considered in a smaller 
community such as Isfahan {and here I pointed out that it was 
happening in Isfahan to a degree with the new foreign village being 
constructed north cf the city), Khodadad used the term "ghetto" but 
said that he understood that the problems were somewhat different in 
the provincial areas. "But even so I am very much opposed to the 
idea." He said that if forced to do something like this there should 
not be one single foreign village within a provincial city but several 
small ones scattered amongst the Iranian population. 

In sum, this whole idea of 'separation of foreign populations of any 
sort was totally repugnant to Khodadad. 

When asked about the effect of a possible trippling of the number of 
Americans in Iran, Khodadad did not seem to be seriously bothered. He* 
did acknowledge that as the population of Americans or other foreigners 
increases in the country, there is, "of course, an increasing potential 
for problems. But it is very difficult to predict Just where the 
problem line would be." 
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Khodadad concluded by saying that he had noted that all of the 
Americans with whom he has come in contact with in Tehran are 
different than they were previously . He said that Americans are 
"more internationalized" and most of those who live here have lived 
In many parts of the world. (ThiB , of 'course, leads one to the 
thought that Khodadad’ o contacts with Americans and other foreigners 
have been distinctly limited to the upper social, economic and 
education level.) 
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SUBJECT : Views of M r. MOHAMMED TA HERI on Increasing Foreign Presence in Ir an 


BACKGROUND : 

Mr. TAIIER1 Is the Managing Director of the Philver Company and seems 
to be definitely on his way up. He Is In his early AO's, articulate and 
socially prominent. He has been asked to take a leading role In the 
up-coming US/Iran Joint Business Council meeting. He spent 10 years In 
the U.S. at various universities^ receiving a Ph. D. In engineering. 

Mr. TAHERI said that although he has noticed, of course, the rising 
numbers of foreigners in Iran, such had not caused him any problems nor 
did he think that the Iranian business community (and by this he seemed 
to mean the upper echelons) was troubled by .this Influx. In response to 
my question, he estimated the number of Americans In Tehran to be between 
10,000 and 15,000. He said that bb usually can tell If a foreigner is an 
American or not — - Americans seem to be more Informal In their lifestyle, 
particularly In their dress, than other foreigners. He did not say this 
In a pejorative sense, merely noting this trait. 

He went on to say that he finds Americans to be substantially more 

i 

clannish than other groups of foreigners. The vast majority seem to 
Tlve In the Saltanstabad area, perhaps understandably since this Is where 
Armlsh/Maag Is. Earlier In the conversation he seemed to Imply that this 
clannishness was perhaps denying to the Americans the benefits which a - 

/I 

fuller integration Into Iranian society would provide. For example, If 
he were an Iranian in France, he would be trying to buy French products 
and do his best l<> integrate Into French society. He has been told that 
• LIMITED OFFICIAL USE . . 
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TAIIERI 



there are 13,000 Germans In Tehran, a fact that one would be surprised 
at learning since the Germans are substantially more dispersed, ged- 
graphically anyway, throughout Tehran. Somewhat in contradiction to 
this, he noted that this clannishness seems to be an American trait 
whifch he does not find disagreeable in any way. 

He understands that there are special facilities for Americans. 

The American Embassy seems to be in closer contact with its citizens, 
and does more for them then do other Embassies vis-a-vis their citizens. 
Still, this Is the Embassy's duty, he said. 

He conceded that the "lower socio-economic levels” in Iranian 
society may have "Problems" with the foreign community. For example, 
conservative Iranians might find certain American dress styles "odd," 
and might even be offended by these. Again, he emphasized that he 
doubted if Iranians in his own socio-economic circle would find any 
of this objectionable. He has not heard of any disagreeable Incidents 
between Iranians and foreigners but agreed, in response to my observations, 
that there probably had been incidents, for example, with taxicab drivers 
and landlords. On the other hand, Iranians have these same problems. 

He really had not thought much about the possibility of "incidents" 
between foreigners and Iranians and doubted if there was anthing really 
significant in this regard. A doubling or trebling of the number of 
foreigners in Iran over the next 5 years or so would probably cause no 
problems for the Iranian business community, certainly not for those 
in the upper echelons. Again, the problems, if any, would be at the 
"lower levels." 

ECON:RCRrewin:dfg 
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Memorandum to the Files 
From: POJi - Archie 1;, Bolstei^ 
Subject: The American Presence in Iran 


•// 


1 discussed the g cneral subject with a neighbor, Sa’id Kokabi, on March 6. 
Ivokabi is a student, about 17, one of three sons and a daughter of a bazaar 
merchant. The iCukabis moved up to Darrous from near the bazaar some eight 
years ago, and the head of the family 3till makes two round trips to the bazaar 
each day. The JCoknbi.3 are a' typically conservative family, but the sons have 
adopted jeans, love rojlck music, and are pretty much "with it" by today’s 
Iranian standards. 

Sa’id Koftabi felt that the presence of foreigners in Iran, such a;: the 
many Germans wno live in our area because oi* the nearby German School and j 
German Church, is very much needed because they have expertise not availably 
in the country. Education in Iran has not progressed enough to train Iranians 
in technical subjects. Sa’id has a brother who has learned metallurgy and 
worked for a time near Isfahan. He now works for an American firm just West 
of Tehran. A more distant relative ^unidentified) knew Soviet technicians 
working on a silo complex somewhere in southern Iran, The Soviets, who were 
in Iran without their families, lived in an apartment complex and had very 
little contact with Iranians out si vie of their work, Sa’id thought this 
was a very bad precedent to follow. When I asked what he thought of 
foreigners with faiilica living in a comfftuvJ, he argued against such a policy. 
He thou, lit foreigners ought to live among the Iranian people, to learn Farsi 
from thorn, ana to teach their Iranian neighbors xinglish, German, French, or 
whatever . 
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Memorandu m to the Files 
Front POL - Archie H. Bolster ft 


Subject; *ao American Presence in Iran 


I discussed the general subject with my Neighbor, Mr. Parsa, on Mafch 6. 

Ho is employed by the Ministry of Education and works on Secondary Education 
matters, lie speaks some? English and very good Fi .nch, and sends hin two 
young sons to Lycoe Razi. We discussed the subject in Farsi. I did not 
approach the subject as a public opinion poll, bus* rather worked the subject 
into a general conversation. 

When I asked Parsa how many Americans he thought there were in Iran he 
guessed 20,(X)0, a figure astonishingly close to the Embassy's estimate. 

He thought there were, even more Japanese than Americans (?!), and guessed 
that the Gormans and French were not far behind the Americans in number. 

Parsa noted that Iranians have normally been tolerant of and friendly 
toward foreigners, and that the contribution foreigners mde to Iran was 
great because of their conscientious work habits. He admitted that this 
tolerance was perhaps more eviuent among educated Iranians, who valued 
foreign contacts, but said the "man in the street" had very little cohtact 
with foreigners and therefore no particular opinion about their presence, * 

He saw no bad side effects of having so many foreigners in Iran. The high 
rent problem was not something you could blame on foreigners, he said, 
because it was the rapacious landlords who overcharged everyone, whether 
Iranian or foreigner. He thought landlords actually set higher rents for 
foreigners when they could get away with it. 

Having travelled to Germany last year, Parsa mentioned how impressed he was 
with the orderly traffic. He contrasted this with Iran, where his coiintry&e 
have terrible manners in public despite their claim to traditional politenes 
He repeated tliis several tines, noting such examples as people honking at 
the car in front stopped for a traffic light to get him to go even before 
the light changed to green. 
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Mr. Shabi, ma nit p eer of a cholokebab restaurant at Ilaslit ‘Gerd . 
TAbout 40 miles west of Tehran). 


Shabi, about 26, speaks virtually no English and has run his 
own chelokebabee for the past two years after graduating 
from high school and working for his family for a time. He 
did not think there had been much of an increase in for- 
eigners in Iran, though he supposed there were more in Tehran 
now than when he had lived there. as a very young man ten years 
ago. Foreigners do not affect his life much, except that they 
seem to prefer his restaurant to his two competitors in 
Hasht Gerd ever since he painted up the place and got new 
tables and chairs about a year ago (exactly our reason for 
selecting the place). Foreigners tip better than Iranians. 
Neither he nor his three waiters can tell what country they 
come from, though he thinks most of his foreign customers 
are Europeans. 

Where foreigners live could not interest Shabi less ; the very 
■few near Hasht Gerd live in nice houses and do not have much 
to do in the city. He personally would not mind some more 
foreigners moving in, especially if,..they like to eat out 


POL : JDS tempo 1 : mj 1 


88 


. LIMITED OFFICIAL DSE 


LIMITED OFFICIAL USE 


I y i ns Elahi , Prof e ssor of Economics at National Universal y 


Klalii, who departed for six weeks in the U.S. the clay after 
• his discussion, is an American-trained social scientist 
•tth good connections in Iranian politics but no admitted 
political ambitions of his own. 

■ lahi said the number of foreigners in Iran has obviously 
Increased. Principal expanded groups are "cientals" — 
dofined to include Indians — and "western Europeans" — including 
Americans . Elahi has been thinking about the problems of 
foreigners in Iran, particularly their prc.lems of adjustment. 
Mow that the cities, especially Tehran, are growing so big, 
foreigners experience not only normal culture shock but in 
addition, the same sorts of frustrations that have increased 
urban violence generally in Iran over the past two-throe years. 

Tho only special facility for foreigners mentioned was the 
Mousing Bureau (curious, since Elahi listens to AFTV at least 
occasionally) . Elahi thought the GO I ought to do more to 
eliminate ghetto-style accommodations, "except for the 
Muasians; they can't communicate anyway, so they might as 
•oil live where security men can keep an eye on them." Elahi; 
notices a slight upswing of hostility toward foreigners gen- 
erally. When asked if this was directed at any national 
group, ho replied that different classes are "bugged" by 
different groups — lower class Iranians greatly dislike the 
Influx of Pakistanis and Indians, while some upper class 
Iranians, especially those with French or continental 
Muropean educational backgrounds , are anti-American. Elahi 
added there is a real struggle between American-educated 
Iranians and European, particularly French-educated Iranians, 
for power within tho university establishment, "and you can 
•upoct to take your lumps from the Europhiles, but don't 
lake it too seriously; the 'American' Persians are winning." 
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SURVEY OF rnMUM ATTITUDES ttOtf/Ji W IWCBKABJNG FOREIGN riWSJBHCB IN 


Gordon Winl. L or Interview vith Dr. Kambiz Mahmoudi. Deputy Director Generaf 
HIRT. at his office on April ~ff7l 97& ~~ 


l; 

Kamblz said he is definitely conscious of the presence of more foreigners ‘ 
in Iran now than he was two or three years ago. But when asked to cite ■* 
nationalities he mentioned Koreans, Pakistanis, Indieno and Filipinos. 

He said that previously the foreign population of Iran seemed to be oil 
Americans but in the last couple of years there has been a very sub- 
stantial influx of Asians and he and his friends are more aware of them. 1 

He noted that there is an understanding that there are in excess of 3,000 
Indian physicians working in the provinces. He went on to comment that 
there is a concern about the behavior of these doctors in the villages. 

He said that some Iranians feel that because a medical doctor has 
substantial impact on an individual whom he treats, there could be a 
.cultural impact associated with this. He said that some people are 
concerned that as villagers begin to learn English they will be speaking 
English like Indians, or Pakistanis. 

Kambiz estimated that there were about 50,000 Americans in Iron and 
was surprised to learn that the total v&b approximately half of that. 

He said that he could definitely distinguish a foreigner from an Iranian ' 
but he could not necessarily distinguish Americans from British, Canadians 
Germans, or French. 

He said that the presence of foreigners has no particular effect on his 
life, but there is no question about the fact that people feel that 
foreigners have driven rents up and have made it much more difficult to 
find domestic servants. However, he said the onus of this does not 
necessarily focus on Americans. He said this was true some time ago 
when people had the feeling that the fundamental foreign presence was 
American, but today Iranians are blaming the increased rents on foreigners 
generically as well as on the increasing numbers of Iranians who vrill 
pay anything for housing. 


When asked about special facilities for foreigners, Kambiz immediately 
mentioned the German Club (thio is only natural in view of the fact 
that the Club is directly across the street from his office), and he had 
a vague knowledge of the Pars America Club. He did. not. seem to be 
•ware at all of the presence of Gulf District. 
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When we discussed radio-TV programs, Kuril) iz said that- he really getn 
no kickback from Iranians regarding the presence of AFRTS and that the 
basic complaints or criticisms that he has heard have come from Turks, 
Pakistanis and other radio officials who visit Iron. He says he has 
also heard questions about the presence of AFRTS from visiting American 
broadcasting officials . 

Karabiz could not recall any disagreeable incidents between Iranians and 
foreigners living here, although he said “they have had a few episodes 
with the foreign employees of NIRT. For example, he said, they had 
t.o discharge an Englishman for bringing Hash onto the premises and he wa 
aware that some of the English teachers from the University of Southern 
California were at odds with each other, but there were no problems with 
the Iranians. 

Karabiz went on to note that there were image problems some years ago. 

He said that he was sure that there were never as many Americans in the 
country as there are now, but when the U.S. Agency for International 
development begain their programming here, they brought in hundreds of 
people. He commented that many of them were "sloppy" and not educated. 
He said that they gave a very bad impression and negative reputation to 
Americans, and there were a number of incidents involving American 
department heads with Iranian employees. 

Ho said this negative image continued for a couple of years after the 
AID program ended but he feels it has subsided completely now. He said 
that either the Americans here now are different or "we Iranians are 
more worldly and sophisticated and our perceptions are different." 

hnmbiz would be dead set against any thought of a separate community for 
any group of Americans or other foreigners in Iran, lie said that an 
artifically created community would only make matters worse and make the 
presence of foreigners much more evident. He said "you would be creatii 
a target for criticism and you must understand that our culture requires 
the mingling of people . " 

He noted also that tradesmen would be up in arms about the development 
"f a community. He said that "even though you have your commissary now, 
the tradesmen do have the feeling that they are getting some business 
out of the foreign community. If you compressed a foreign group within 
a private community which included shops, the tradesmen would feel that, 
they were losing considerable business opportunities." 
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When asked i J' l.e would have the sioae reaction in connection with smal-k.r 
towns, he answered, "definitely." 

When discussing the potential for a doubling or a tripling of the 
American or foreign communities in Iran, Kambiz said that he obviously 
could not predict what the reaction would be. "However , ’if this is 
going to happen I feel it would be very important for you to take certain 
steps that will ease the entry into Iran’ for these individuals." He 
said that some approach to serious orientation about Iran will be absolute 
essential. 

To this end, Kambiz recalled for me that NIRT is in the process of 
making nine films on Iran; five of them (on geography, people, women, 
pre-Islamic culture, post-Islamic culture until 1800) have been completed 
and four more should be finished by the end of the summer. These are 
being prepared essentially for use in the 18 colleges and universities 
in the United abates that teach Iranian studies and/or the Persian 
language. 

As a result of earlier conversations that he and I have had on this 
subject, Kambiz said that he has directed the producers of these films 
to contact the U.S. Information Agency in Washington as soon as they are 
completed and provide prints of the films Jo the Agency for potential 
use in orientation. He said that several of the completed films have 
been tested with different types of audiences in America and they are 
quite successful. He said that even though they are prepared with a 
university ouni^uce in mind, particularly a graduate level audience, 
they do keep the attention of less educated people. 
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Mi l. ORANDUM OF CONVETISATI O:: 
PARTICIPANTS : 


UA'fr: A PLACE: 
SUBJECT : 
U) STRIBUTION : 


Introduction : 

me while in Isfahan for a conference of French Cultural Center 
Directors. Over lunch, he described his picture of the 
Tabriz riots. 

M. Marehal stated that the authorities took precautions 
•gainst disturbances, but were unprepared for the extent and 
violence of the action. They had stationed extra police at 
the University and around police stations and had policemen 
with walkie-talkies at most intersections. Their control 
at the University was heavy enough that it remained essentially 
quiet the whole day. However, when the disturbances started, 
confusion reigned. 

The trouble started with a large demonstration in front of the 
Aria hotel, near the -enter, of the town. An initially o.uiet 
crowd grew rowdy and began to throw stones at the nearby 
government "youth palace". Reports are that a woman without 
chedri was dragged from her car and has disappeared, rumored 
to have been burned. The police attacked the crowd, which 
dispersed. Then small groups, which he characterized as being 
wry organized, sprang up all over town. Branches of the 
Se.clerat bank were a prime target, with the rioters breaking 
in, destroying furnishings ana records,, and setting fire to 
the. debris, but he states that' there < are no reports of theft 
of money. .If is said in Tabriz that this bank was attacked 
I "cause of its close connection to the Royal family. M , Marehal 
.nates that almost all the destruction of buildings* -banks,' the 
youth palace, Fastakhiz Party offices and the panels commem- 
orating the Shah-People Revolution in front of the main post 
uffice--was completed within two hours, and that he thought 
'ater rioting was less organized and included many more 
people. He stated that the police used automatic weapons on 
.my largo crowds seen and that he was informed by doctor 
; r lends by 1:00 p.'.ii. that all hospitals were filled with 
"many more than 500" wounded or dying. Helicopters began 
buzzing the streets about 2:00 p.m., and chieftain tank:.: 

I .1 trolled the main intersections with much more shooting and 
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M. Henri Marclial, Director, Trench Cultural 
Center, Tabriz 

David C. McGaffey, American Consul, Isfahan 

February 23, 1978 - Consulate Residence 

Tabriz Riots of March 18, 1978 - 
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M. Marehal, a friend from Tabriz days, visited 
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presumably many more, killed or wounded. His estimate from 
Tabrizi doctors of the number killed is around 90-100 with 
up to 700 wounded severely enough to go to a hospital with 
many more treated privately. 

He states that more than twenty girls at the Parvin school, 
a somewhat progressive girls' school, were severely beaten 
when they attempted to leave the school and that authoritie 
called parents to come with automobiles and chadours to pic 
up the remainder. 


He heard reports that the slogans being shouted were basics 
anti-Shah and pro-Islam with several reports that at least 
one group was shouting pro-Turkish slogans (but whether 
referring to the country, or the local Azerbaijani Turki 
population/language/culture was unclear). He said that no 
specifically anti-foreign, anti-American activity was repor^ 
but that rioters made determined but unsuccessful attempts 
to attack the residence/guest house of the many foreign 
workers on IDRO projects and pointed out that only the Iran 
America Society of any of the foreign cultural centers 
suffered any damage. He stated that it is assumed in Tabri 
that the Governor-General and the chiefs of Police of Savak 
and of the army base will all be sacked and that the 
"experiment" of assigning senior officials with, close 
Azerbaijani contacts to posts in Tabriz will be ended. 

He speculated that the organizers got willing volunteers 
because of widespread and deep resentment among a largely 
agricultural population against the Government's policies 
affecting agricultural product prices. However, he says 
that none of his contacts in Tabriz believe that the rioter* 
were "f oreign-controlled elements" for, while organized, 
their targets were "obvious" ones for Azerbaijani malconten~ 
Instead, they believe that there were local (or at most, 
Non-A.zerbaijani. Iranian) instigators *who organized the local 
malcontents and made them effective in their destruction. 


Embassy Tehran Comment: While figures on casualties seem 
out of line with more reliable estimates, flavor of 
conversation seems to ring true, if somewhat dramatic. 
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RIOTING AND. CIVIL INSURRECTION IN TABRIZ; 
INITIAL ANALYSIS 

AN 
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BEGIN SUMMARY : On Saturday, February 18, 1978, crowds 
estimated in the low thousands spent a full day rioting 
and fighting police and army forces. Damage to govern- 
ment and private property was extensive, and injuries 
and fatalities were estimated to be in the hundreds. 

As of February 21, the city streets are still under 
military control, and the effects of the disturbance 
are expected to be long-lasting. END SUMMAR Y. 

Beginning shortly before 10 a.m. on Saturday, February 18, 
crowds of mainly young men began to form in the bazaar 
and central shopping district of the city, and after 
some attempt by local police to break up the gathering 
mobs, fighting broke out in earnest, spreading rapidly 
and violently to other city areas. Despite ^e fact 
that Saturday was an official work day, printed leaflet?, 
had been in circulation since the preceding week'ordering 
city shops to remain shut on Saturday in commemoration 
of the 40th day anniversary of the deaths in the 
religious center of Ghom, and the bazaar area, as well 
as the vast majority of the city shops were closed. All 
government offices, government shops and banks were open, 
however, and as the rioting began, these places were 
attacked by mobs. As the rioting continued during the 
course of the day, it became more and more evident that 
the attacks on various buildings had been well planned, 
and that the mobs had specific targets in mind. 
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Jespite the widespread reports that shops would be closed in 
memory of the deaths at Ghom, city police officials seemed to 
>e singularly unprepared for the explosion of violence that 
occurred, and apparently little or no advance planning had been 
nade. After first attempting to dissuade the crowds, and then 
firing over their heads, local police forces rapidly lost 
control and retreated as more mobs sprang up in other parts of 
the city. It was not until the early afternoon that infantry 
assistance was brought to the scene (reportedly from army bases i 
in the nearby cities of Marand, a 45-minute drive from Tabriz, 
and from Maraghe, about 2 hours away) . By the time that these 
reinforcements arrived, and shooting into the crowds began in 
earnest, the rioting had spread out over an area 12 kilometers 
in length, from Azarabadegan University in the east to the 
railway terminal in the west, and some 4 kilometers in width, 
from the Rastakhiz (Resurgence) Party Headquarters in the north 
to within two blocks of the American Consulate in the south. 

The arrival of the military, and especially the eventual advent 
of Chieftain tanks (the use of which in riot control is causing 
some concern to the British Embassy) to patrol the city, marked < 
the beginning of the decline in the mob offensive, and the 
majority of local casualties are being attributed to these 
infantry forces. 

While government response to the rioting seems to have been 
unplanned and ineffective for several hours, the tactics of the 
mob bore every indication of good preparation. The rioters had 
specific targets in mind, and the appearance of different group 
in different parts of the city — groups well-supplied with 
flammable materials to start fires in very selective locations 
presupposes a core of instigators who knew very well what they 
wanted to accomplish. The burning of such buildings several 
miles apart from each other with such a fairly short time span 
would preclude the possibility that the mobs were haphazard 
groups. While mob weapons were, in general, limited to stones, 
clubs and knives (reports of rioters and snipers with guns have 
been circulated, but these now appear to have been exceptional 
occurrences) , even these primitive weapons could not have been 
picked up at random by the rioters. So much damage was done to 
buildings that there had to have been a pre-supply of these 
items, especially in the commercial areas which bore the brunt 
of the destruction. 


The day's casualties have been officially estimated at 125 
wounded and 6 dead, with several of the wounded being police 
and security officials, but other sources give much higher 
figures. In one hospital alone, more than 150 people were 
reportedly treated, and one foreign observer whose apartment 
overlooks the heavily-damaged bazaar area claims that seven 
small pick-up trucks there were loaded with dead bodies. Infoiv 
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estimates run as high as 200 dead, but given the government 
propensity to downplay such figures and the normal popular 
reaction to exaggerate, it will be almost impossible to learn 
the real casualty toll. 

Far more apparent is the extensive physical damage, with the 
hardest hit being bank buildings throughout the city. Over 
70 bank branches had windows smashed, and at least 10 have been 
totally gutted. Bank receipts and files were littered all over, 
the city, and the task of sorting out the financial affairs of 
thousands of customers will be a major one. 

Government buildings also suffered severe damage, with mobs 
attacking two Municipality branches, the Education Department, 
the Endowments Department, the city Court, the Tax Office, a 
Telephone/Telegraph office building, two branches of the Rural 
Cooperative stores, several police kiosks, the Social Insurance 
building, and most prominently, the Rastakhiz (Resurgence) 

Party Headquarters, which wa3 set on fire. 

Cultural institutions were also targeted, with the most important 
being the Iran-America Society, which had extensive window 
breakage; the Teachers' Club; and the government-sponsored 
"Youth Palace", which was badly damaged by fire. 

In the private sector several shops and at least one cinema were 
gutted; the local Pepsi-Cola plant was heavily damaged, as was 
one city hotel; and several other hotels, virtually all the 
city's movie houses, and selected shops had their windows smashed. 

The buildings burned or attacked seem to fall into definite 
categories, with either government or bank affiliation, or as in 
the case of the Pepsi-Cola plant and some of the burned-out shops, 
affiliation with the local Bahai community. The most common reason 
being given for the attacks on the- cinemas is that they were places 
where women could be seen on the screen, or in the case of the 
Youth Palace, the Iran-America Society, the Teachers' Club and 
the hotels, places where the sexes mix freely and are thus anathema 
to the pious Moslem. 

What was very apparent in the physical destruction was that the mobs 
knew very well which buildings to attack, going out of their way 
(as in the case of the Iran-America Society) for some, and leaving 
homes and shops adjacent to their targets completely untouched. 

There was little damage done to ordinary buildings in the course 
of the rioting, and the mob organizers must have had firm control 
of their groups to prevent such destruction. The rioters themselves 
did little or no looting, and such small-scale looting as did occur 
seems to have been done by people (including some women) who 
followed in the wake of the mobs. 
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The rioters themselves seem to have been mainly young men, with 
the lowest age limit being given as early teens. Despite the 
official pronouncement that the mobs were "Islamic Marxists," 
the local, unofficial view is that the term has no meaning in 
the context of what happened in Tabriz. The general consensus 
is that the rioters were from among the unemployed and the lowest 
of the working classes, the disaffected and very volatile strata 
of the male pop u i aC e who have nothing to lose by rioting and who 
are easily led by instigators. While such a group can be called 
"Moslem," it seems paradoxical to also put the tag "Marxist" 
on them. Like other large cities in Iran, Tabriz has seen a 
heavy insurge of young villagers trying to find work, adding an 
ever-increasing burden to the already overly-large lowest social 
class. Attempting to live in the very conservative and very 
closed society which exists in Tabriz, most of them illiterate 
or only semi-lit er ate ; young, male, often apart from their 
families and thus without the family support so necessary to 
the Iranian psychology; being given the lowest manual labor, 
if they can fi n< a jobs at all; and not being able to afford any 
normal recreation to release their energy (sports activities 
and movies require leisure time and money, and any real contact 
with the opposite sex is forbidden) , it should come as no sur- 
prise that they are a volatile group. Given the pervasive and 
grim religious environment, with its emphasis on the restricted 
role of women and condemnation of such mundane pleasures as 
the cinema and places where women "expose" themselves to men — 
i.e. organizations such as social clubs, hotels, the Youth 
Palace and the Iran-America Society, all places which are, 
in effect, accessible only to the middle and upper classes 
because of the expense involved in mere attendance — it is 
no wonder that such a group can be led into emotional and 
violent action. Religion is one of the few remaining constants 
to this class of people, and their limited conception of Islam 
and veneration of the Shi’ite hierarchy are among the few things 
they can retain in a society in which they feel abandoned and 
threatened. 

The decision by the religious leaders to close the bazaar and 
to shut down the city in commemoration of the deaths at Ghom can 
be seen as a di rec t challenge to the authority, of the government, 
but in another sense, it can be viewed as a religious duty by 
people who deeply believe that the dead at Ghom were martyrs 
to their faith. The very real power of the clergy over a 
segment of the populace was clearly displayed, and the cries of 
"Down with the shah" and calls for Khomeini (the now-exiled 
Shi' ite religious leader) to return to Iran can be seen as 
expressions of both political discontent and religious faith. 
Whether the pri roar y intention of the mob organizers was purely 
political, purely religious, or a combination of both with 
interference by other political instigators to embarrass the 
regime will perhaps never be clearly known. What is clear is 
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that the mob (as such in Iran) and the whole disaffected class 
of people from whom the mob sprung have once again become a 
potent weapon to use against the regime. Whether the people 
who planned the rioting were clergy intent on proving their 
intensity of faith and devotion to an Islam they see as 
threatened by the government, or whether they were indeed 
"Marxist instigators , " the serious challenge posed to the 
regime by the attack on so many institutions will have far 
reaching effects. 

In the short run the city’s social and economic life will be 
strongly affected as the damaged institutions start to return 
to normal business, and presumably there will be a serious 
shake-up in the local government hierarchy for its failure to 
foresee and prevent the rioting. Many of the easy-going and 
somewhat placid city and province officials will undoubtedly 
be replaced by a more strict and repressive group, and one 
can predict that the regime will react by cancelling development 
and social projects in the area. In the longer run, and far 
more importantly, the Tabriz insurrection has shown that the 
actual control of the regime over the provinces can be seriously 
threatened by religious and social forces long ignored by 
Tehran, and now far too powerful to be dismissed or easily 
placated. 
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5 March 1978 
E/C - Clyde D. 



Qom and Tabriz Unrest 


UNITED STA. GOVERNMENT 


memorc idum 


to: POL - Dr. John Stempel 


Mr. Bakhtian told me this morning that his cousin, a 
physician, had visited over the weekend and reported 
on events in Qom. His cousin operates a clinic in 
Qom and firstly, said that the number of dead in the 
Qom riots was around 400. He said that government 
spokesmen brought the message to the ayatollah in 
Qom after the Tabriz riots that His Majesty had not 
slept for five straight days, to which the Qom 
ayatollah replied that "you tell him that we haven't 
slept here for the last fifty years." One reason 
given by this physician-cousin for the Qom riots 
follows the argument that the Iraq ayatollah, who 
is in exile in Iraq, is completing the maximum fifteen 
years that he can be exiled, and that questions con- 
cerning his return are at the root of some of. the 
riots. 

Of immediate interest was Mr. Bakhtian* s comment that 
the morning radio announced that the road to Qom was 
closed because of observances in Qom. He asked me 
if I was aware of more closings of bazaars and shops 
in Iranian cities on the weekend. I said I was not. 


cc: RCB/RF 
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MEMORANDUM OF CONVERSATION 
AMEMBASSY TEHRAN 

Plaoei Home of General Hassan Pakravan, Niavaran, Tehran 


Date: April 19, 1978 

Participants: General Hassan Pakravan 

Clyde D. Taylor, First Secretary 

Subject: General Pakravan 's Desire for Greater U.S. 

Advisory Role to the Shah 


Distribution: AMB/DCM 
POL 
OR 

USICA 

ECON-5 

SHIRAZ 


NEA/IRN 

INR 

INR/DDR/RNA 

INR/DDC/OIL 


INTRODUCTION: The occasion was a dinner which mixed friends of 
General (Retired General, Ex-Deputy Prime Minister and chief of 
Savak, etc.) and Mrs. Pakravan and those of his son. Dr. Karim 
Pakravan (Professor of Economics at the Free University of Iran 
and Energy Consultant of the Plan and Budget organization) and 
his wife. In the course of the evening General Pakravan kept 
returning to me and continuing the conversation reported, which 
all told involved at least one hour. 

General Pakravan prefaced his comments saying he no longer exercised 
access to the Shah but some of his friends (generally younger) do. 
But from his years of direct accesshe believes he^knows him like 
a book "and he can still accurately speculate on and judge the Shah's 
thinking concerning events and the future^ He said he was sharing 
his thoughts with me as a concerned patriot. 

The General began by asking me for a candid commentary concerning 
Iran's present economy and its prospects. This I gave him and he 
agreed in full. He then asked what the U.S. view toward Iran was. 

I responded along the lines I had heard Ambassador Sullivan take on 
numerous occasions with visitors, i.e. that the U.S.'s interest in 
Iran transcended its value to us as an oil or gas producer and was 
more based on geopolitical considerations. 
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The General said that he knew that the Shah was greatly concerned 
over present economic and political conditions in Iran (by this 
he was not only referring to the economic imbalances, the over- 
extended economy and the frustrations that have built due to Die 
underachievement of Iran's Fifth Plan goals, which we had just- 
discussed, but the increasing dissidence of a political, social 
and religious nature in Iran) . He said that he is anxious over the 
fact that the shah is increasingly isolated and that he has few if 
anyone to his knowledge who out of a real concern for the welfare 
of Iran is giving him honest information. He, himself, is very 
pessimistic that Iran can achieve its stated economic goals; there- 
fore, its goals must be lowered if a long-term viable economy is 
to be built and without highly adverse socio-political consequences. 

I asked if it were not true, as I had repeatedly heard, that the 
Shah maintained access with a select group of businessmen in order 
to maintain a touch with the business world. The General said that 
unfortunately those businessmen who used to have access to the Shah 
either do not now or are not candid with him. He admitted that; the 
Shah has perhaps become so wedded to his own goals that he is more 
suspicious than in years past of people who are - giving him "bad 
news". On the official side, he said that unfortunately his 
Ministers as well as leaders of foreign commerce and Heads of State 
"act like Iranians," i.e. they approach thu Shah with hopes of what 
they can get from him and Iran. 

The point of his entire discussion was his plea that I convey the 
need for the USG or respected American non-government loaders (he 
mentioned David Rockefeller) to actively pursue an advisory role 
with the Shah. He said he assumed, as in years past, this was to 
some extent done by the U.S., by the President and the Ambassador, 
but he believed it must now be a role more earnestly pursued, of 
course in a spirit of sincere concern for Iran and in the most 
diplomatic way. He warned that the Shah "might get angry and 
shout," as is his nature, over what he hears, but he needs to be 
told before the present trends are even less reversible. Concerning 
Iran's domestic political problems, he said that they are b<?st 
left alone by outsiders but that the Shah from the early 60' s 
(at which time the General was Head of Savak and would have been 
in extremely close contact with the Shah) accepted the fact that 
he must set in train the democratization of Iran. He said he 
was hoping I would convey his suggestion to the Ambassador because 
he felt that the U.S. was in the best position to give statesman- 
like advice to the Shah which would be well received. He said 
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there should be some others, such as the leaders of Germany, 

Britain, Franco and perhaps Japan who could obtain the Shah's car 
and be willing to speak honestly and with a sincere concern for 
Iran's future viability , and well being, subordinating their commercial] 
interests in Iran. / 

B IOGRAPHIC: 

G ENERAL H ASS AN PAK RAVAN - born in 1914, was Deputy Chief of Sawd: 
in the latter years of Timour Bakhtiar (late 1950 's) and then was 
made Chief of Savak and Deputy Prime Minister from around 1960 to 
1964. Due to a conflict between himself ano General of the Army 
Nc-Matollah Nassiri, he was removed from Saak and since then 
Nassiri has been Chief of Savak. Subsequej ly, General Pakravan 
was Minister of Information, Ambassador to Pakistan and Ambassador 
to France (September 1969 until September 1)73). He has had 
various sinecures in the government since then. He speaks English 
well and appears very alert and current with what is happening 
in Iran. This in part, no doubt, reflects his involvement in 
several large business operations, the one being the establishment 
of a very large iron foundry in which the USSR will have the 
entire contract, near Mashhad. 

I> H. KARIM PAKRAVAN - The son of General Pakravan, Dr. Pakravan 
appears to be in his early 30's. He obtained his B.A. in Switzerland, 
a Masters in Economics from the London School of Economics and 
a Ph.D. from the University of Chicago in mathematics and economics, 
lie returned to Iran in 1976 and immediately began working with 
the Free University of Iran. He has a 2 \ year old child and his 
wife, Aziti, who has degrees from England and the U. S. in tele- 
vision or some related communications field also works, but part- 
t ime, at the Free University in the television/communications 
department. Dr. Pakravan has recently established and is General 
Manager of a business consulting firm called AGREC Incorporated, 
which stands for Agriculture, Resources and Energy, Inc. His 
partners in this are several professors at the University. He is 
also the sole energy consultant to the Plan and Budget Organizcition 
and has close collegial relationships with Fereidoun Fesharaki, 
the Energy Advisor to the Prime Minister, as well as any other 
energy experts on the Iranian scene. He is very open with Embassy 
contacts and should prove a continuing good source. 
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TO: DEPARTMENT of state 

INFO: AMCONSULS ISFAHAN AND TABRIZ (VIA INTERNAL POUCH) 


FROM: AMCONSUL.- SHIRAZ 


DATE: 4/27/78 


E.O. 1 1652: CDS 

TAGS: PGOV, IR 

SUBJECT: POPULAR PERCEPTIONS OF THE AMOUZEGAR GOVERNMENT 


Over the last several months the post has attempted to \ 
sound out a numbeT of individuals in southern Iran re- 
garding their views of the Amouzegar government's per- j 
forraance since taking office last summer. Responses 
from many, particularly government officials and those 
with political ambitions, have been standard incantation 
about Iran's continuing march toward the Great Civiliza- ! 
tion. However, the franker comments have indicated a 
fairly widespread sense of disappointment. This disap- 
pointment seems to have resulted less from tangible mis- 
takes the government has made than from a commonly held 
perception that it has not done much of anything. 1 

Among possible reasons for this perception are: j 

For years the Iranian people have been conditioned by ( 
official rhetoric to look to the central government ; 

for answers to all manner of problems. Amouzegar him- 
self has sometimes stressed that magic solutions do 
not exist in every instance, something most impartial 
observers would view as a healthy dose of realism. 
However, even the Prime Minister has not been completely 
free from the politician's passion for grandiose claims. 
The consequence has been that his audience has been re* J 
ceiving confusing signals*, one day it is told to lower, ■’ 
its expectations, and the next that it has never had 
it so good. 
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Amouzegar came into office with a reputation for managerial 
competence. Many people looked to him to bring order to the 
social and economic, disruptions that seemed to be hallmarks 
of the final months of the Hoveyda administration. Nine, 
months later, however, the same kinds of frustrations - -infla - 
tion, high prices, shortages, economic inequities, bureau- 
cratic red tape--that preoccupied many Iranians before Amou 
zegar succeeded Hoveyda are still very much in evidence. 

The economic downturn of the over-heated economy which has 
accompanied Amouzegar's term of office v;s also contributed 
to the negative perception many of the post's contacts, es- 
pecially those in the private sector, „ave of his govern- 
ment. While rapid economic expansion is directly to blame 
for a number of the imbalances that recently these same in- 
dividuals complained about so vociferously, and a period of 
pause may provide an opportunity for badly needed consoli- 
dation, a sense of nostalgia for the heady days of 1974 and 
1975 has become increasingly evident in the last few months. 

For many, the government's policy toward civil unrest epito- 
mizes what is frequently viewed as its inability to deal 
purposefully with pressing issues. Individual attitudes 
toward the unrest itself are quite complex, presumably due 
to the extreme reluctance of aiany among the modernized 
elements of Iranian society to come to grips with its sources 
and implications, but there is widespread puzzlement in the 
face of what often appears to be government vacillation be- 
tween tolerance for dissenting views and oppression. No mat- 
ter that ambivalence not infrequently characterizes the cri- 
tics themselves, they find it an enigma in their government. 

In sum, to a certain extent the Amouzegar government has been 
the victim of circumstances. It has been found wanting for 
its inability to deal with conditions frequently not subject 
to easy manipulation. Modesty and realism in dealing with 
complex problems have often been interpreted as weakness. 
Nonetheless, it would appear that the government has indeed 
failed to provide a sense of leadership which no doubt ac- 
counts for much of the disappointment in its performance as 
it is viewed from southern Iran. 
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INFO! ' TFJlfJN, TABRIZ, SHIRSZ (pouch) 

FROM : AmComral ISFAHAN 

£.0. 1165?; GDS 

TAGS J PINT, PINS, IR. 

SUBJECT: Disturbances In Isfahan 


BEGIN SUMMARY : Beginning on March 2/5, corc^e-ioro l. ing she 
death of demonstrators in Tabriz on February 3.3, Isfahan 
has experienced continuing demonstrations, ’ causing an 
increased feeling of insecurity in both the Iranian and 
American communities here, and a growing Iranian 
distrust of GOI motives and tactics. Recently, the 
demonstrations have changed character, now involving 
large numbers of c.ouaervafcives in a mood of confrontation, 
and an anti-American bias may have begun to develop. Un- 
less a new approach is developed to prevent confrontation, 
there is a serious likelihood of widespread disorder 
which could endanger U.S. citizens and interests here. 

END SUMMARY. 

Hit-ami -Ru n Vandalis m 

Forty days after the February 18 Tabriz xVots. which 
resulted in a number of deaths, Isfahan was nervously 
poised for a possible similar outbreak here, marking the 
end of the 40-day period of rr.rrrnJng. Many people were 
staying home, and major intersections and buildings ware 
guarded by truckloads of police and gendarmerie. Local 
authorities maintained they expected no trouble, but 
government and security offices vrete on 24-hour alert 
status for three days before the commemorative date. 
Initially, the incidents which did occur on March 23 
seemed trivial, consisting of ro more than vandalism 
(rock-throwing) at s number of municipal offices end 
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L: -in its . S t r e o t c r owe! s quickly * «i t u r ned# to normal , as did 
employee attendance and the number of police at traffic posts. 
However, two days later, and then almost every day after that 
ior a work, there .-wore" further , similar incidents, involving 
a few persons, in a car or:**?)# motorcycles, swooping down on 
unguarded facilities (banks, movie theatres, liquor stores, 
minor government offices) throwing stones or crude fire bombs, 
which usually failed to ignite, through windows, and then 
vanishing. Of thirty-six reported incidents, none resulted 
in conduct with police, or therefore, in arrests. After the 
initial ten days, these incidents declined in number, but 
continued in the same, form until mid-April. 

(.’01 In vo 1 verne n 1 1 Co i 1 u s i o n ? 

As these incidents continued, always occurring wherever police 
were absent, and with police investigations- yielding neither 
information nor arrests, the newspapers began to feature 
increasingly harsh condemnation of "anti-state elements" who 
must be stopped by "loyal Iranian popular organizations", 
culminating in the announcement of the establishment in 
Isfahan of Civil Defense Organization (CDO) "Action Squads",* 
who, unlike the police, had immediate success in confronting 
and capturing "suspected disruptionists" and turning them over 
to the police.. 

Increasingly, in Isfahan, this pattern became suspect, until an 
apparent majority of the population of Isfahan has come to 
believe that the hit-and-run vandalism was in fact Government 
of Iran (GOI) directed, at at minimum inspired and colluded with. 
The presumed GOI purpose being to generate an excuse for the 
creation of "goon squads" of apparent popular origin, though 
actually GOI military or security agents. These CDO Action 
Squads could then be used for illegal or semi-legal action 
against GOI opponents, which the GOI could not take directly 
because of world-wide (and particularly U.S.) concern about 
human rights and government oppression. This would put the GOI 
in the position of publicly endorsing greater freedom and rights, 
while gently deploring the “understandable excesses" of these 
"concerned private citizen groups" which could brutally suppress 
any opposition figures. 

As evidence of this collusion, Isfahanis point out the total 
lack of contact between the vandals and police, in an alert and 
heavily patrolled city, which argues either: unbelievably good 
intelligence about police movements; such total popular antipathy 
that vandals appear wherever there are no police; or collusion. 


CONFIDENTIAL 

♦Note : These "Action Squads" are referred to in Embassy 
reporting by the tern* used by the GOI, "Resistance Coi'i 
Units. They are the same thing. 
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j"»'Vv* ‘ i rst done not square with the prim.it: iveness of the vandal i sm, 
end tee second it; belied by the appearance a :i sudden uucces:: of 
the CdO Action Squad'*, iib i'-'-k .leaves the third. Isfahan is also 
poi.o out i.hut . while iced cents are common, damage is absurdly 
min i.r.iaj , contj.v. si in- shar p I > with the* damage cause by real 
dc’v.ouarratui a lo sini inr targets in Tabriz. 

Sc • •u' i'-Phasu p e.:-.o i i s t ra ti ons 

Appm ently separate anc! distinct from the hit-and-run vandalism, 
a series of mourning coinmornara t ions complete with pictures and 
nairn-s of presumed Tabriz victims was held on March 29-31, at the 
University of Isfahan, by conservative student groups. 

Following these reromoni.es, tin* students declared a one-week 
memorial strike, which Kjs well-observed (although the library and 
study rooms remained lull of students preparing for exams). 

None of this appeared cause far concern. However, on Apr i l 14 , 
an incident occurred at the. Uuaseinabud Mosque near the University 
with dangerous consequences. Reports state that a conservative 
mu llah (religious leader) had announced his intention to speak 
about Hangers to Islam i n Tra n. When he arrived at the Mosque, 
accompanied by supporters, he was mu t by policemen, who attempted 
(successfully?) ro prevent h is entrance into the Mosque. Whatever 1 
their success, the dispute quickly attracted a large and hostile 
crowd. Eyewitnesses report that four mJli.tary vehicles then 
pulled up, disgorging Uhakhi-uniformed men armed with rifles and 
bayonets or automatic weapons, showing military training and 
discipline, who marched on the crowd and dispersed it with some 
brutality, but no shooting. These forces then apparently staged 
separate raids on the homes of well-known conservative figures, 
hauling off 20-50 people for questioning. The newspapers 
reported this incident as tiie first activity of the CDO Action 
Squads in Isfahan, in which they arrested eight people "alleged 
to have either instigated past disturbances or distributed 
subversive .literature" ( Tehra n Journa l, 4/16/78). My contacts 
believe they were in fact army troops without insignia. 

In angry reaction to the Mussel nabad incident, about 500 students 
assembled at the University of Isfahan campus on Tuesday, April 18, 
proceeded to smash windows of campus buildings and cars parked on 
campus, then marched off campus throwing rocks at a nearby hotel 
and a branch of Bank Sadarat, and finally attacked the Pepsi-Cola 
plant on a major avenue near the campus. Police poured into the 
area, shots were fired, and at least two students were arrested. 
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(Eyewitnesses report large numbeis of studei).ts were carried off 
by police. but later released, claiming they Wei je beaten during 
questioning.) On Sunday, April 23, an estimated 2000 students 
left campus, blocked a major traffic circle, pulling some 
motorists from their cars, and retreated to a nearby mosque when 
attacked by police. Upwards of 20 were later arrested at the 
mosque. 


Meanwhile, on campus, an estimated 10 percent of the students 
staged daily demonstrations of a reactionary religious nature, 
verbally abusing female students not wearing chador (the Muslim 
veil) and attempting to force students to abandon classes at 
prayer-time. The majority of students, involved with exams, 
continued to attend classes, but increasingly large numbers 
attended scheduled meetings with Deans and other administration 
members, where they demanded the University adopt strict Muslim 
practices (women must be veiled, separate eating facilities for 
women, classes suspended for prayer, as much as 30 percent of 
the faculty suspended for "non-Islamic lea-nings") . An 
estimated 3000 attended a meeting on April 29 to present these 
demands to the University Chancellor. The Chancellor appeared at 
the meeting, rejected all demands, and ordered the students to 
return to classes or be expelled. After his departure, the 
angry crowd was dispersed by fire hoses. 

Rumors , Rumors , and Reactio n 


During all of the above, the city, and particularly the American 
Community, has been filled with rumors. Initially it appeared no 
more than the usual exaggeration and distortion from within the 
community itself, but shortly a new and disturbing type of rumor 
appeared. I was called from several sources about the kidnapping 
of an American child, an acid attack on two American women, student 
bodies on the street near American residences, attacks on American 
School buses, and numerous break-ins, assaults, and rapes. The 
Elementary School saw a sharp drop in ■ attendance after rumors of an 
attack and serious vandalism at the school. None of these 
rumors had any basis in fact, and those that were traceable always 
came from Iranian (unidentifiable) sources. It appeared that some- 
one was _ deliberately attempting to panic the Americans with these 
rumors. Finally, the security officer at one company received a 
call he took to be from SAVAK informing him that two American 
women had been pulled from their car, stripped naked, and photo- 
graphed, and instructing him to issue a security bulletin to his 
employees telling all women to stay indoors. He did this, 
without checking the story, and this official bulletin was enough 
to make several American families flee from Isfahan, and many 
more request immediate transfers from the area. One University 
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source reported that ..a pamphlet "passed a'mrtlig students had 
commended their success in frightening Americans, and urged them 
to continue to spread rumors, but this is not confirmed. 
Additionally, another company received both a written and a 
phoned threat message, and Gendarmarie official" report a number 
of Iranian companies have also received phoned threats. Finally, 
I have one report that the mullah at the Kusseinabad Mosque, and 
at least four other mullahs, have begun inserting inflammatory 
anti-foreign and anti-American rhetoric into already anti-Shah 
sermons, and that they and their student supporters are forming 
"self-defense forces" against expected attacks by the "CDO 
Action Squads". 

Anal ysis 


1 believe that GOI forces in Isfahan have handled the situation 
in Isfahan badly. Whether or not the GOI colluded in the hit-and- 
run vandalism (unlikely, but impossible to prove or disprove) 
their sharply different tactics against those and the student/ 
conservative demonstrators, plus the formation of the CDO Action 
Squads, have made the students and the majority of the 
population believe they did. The strength and growing violence of’ 
the conservative demonstrations is a reaction to a perceived 
undercover GOI threat. As it grows in strength, there is- an 
increasing danger that additional targets will be added to the 
anti-government actions: Isfahan's Jewish, Armenian, and Bahai 
communities are increasingly fearful, and Americans are on the 
verge of panic. An open clash between CDO- squads and conservative 
self-defense forces could build to widespread riots.' The general 
population, while unhappy with the situation, is largely 
sympathetic to the conservative reaction. While only a small 
minority of students, for .example v ace truly reactionary, the 
campus protest meeting with the Chancellor drew almost 45% of 
the student body, and dispersal by fire hoses probably gained the 
extremists some additional adherents. Security officials are now 
beginning to issue warnings to Americans, after weeks of assurances 
that there was nothing to fear. 

I currently see no direct threat in this to Americans or American 
interest here. A short period of calm will be sufficient to ease 
the fears of American residents, but any escalation will of 
necessity endanger the personal security of American residents, and 
the U.S. projects and personnel here could easily be a major 
secondary target of widespread protest. 

In this growing spirit of confrontation, it appears that only 
some outside influence can prevent further escalation of violence. 
In fact, that outside event may have occurred. The Communist-led 
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coup-d'etat in neighboring Afghanistan, ^ s^id here to have been 
initiated under cover of conservative, religious protest, has 
had a sobering effect. There have been no demonstrations for 
three days. If the conservatives are persuaded that their 
protest will in' fact assist Communist aims, they may well mute 
their voices. However, even if Isfahan calms down for now, it 
has been demonstrated that reactionary religious elements are 
able both to enlist the sympathy of large numbers and attract 
significant crowds to demonstrations; and (while basically 
peaceful) these demonstrators do not shrink from confrontation 
and violence. This is a reflection of a general malaise, not a 
response to a specific event, and will continue as a smouldering 
threat to stability even if this series of protests quiets 
down. 
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Shiraz, along with a number of other cities in the con 
sular district and throughout Iran, experienced a spate 
of anti-regime demonstrations during the week of May 7 
The ostensible focus was the 40th day following the la 
major outbreak of violence on March 30 which was 40 da 
after the Tabriz riot which was 40 days after the Jan- 
uary Qom "massacre.'’ It has become increasingly appar- 
ent that the forty day commemorative cycle provides no 
more than a vehicle for outpourings of anti-regime sen 
t intent that runs deep and broad in Iranian society. Th 
groVing trend toward violence in Shiraz suggests signi 
icant numbers of Iranians here (and probably elsewhere 
as well) are profoundly disturbed by the character of 
their government and aspects of the modernization pro- 
cess in their country. 

Assessing the under lvjng causes of unrest, however, is 
complicated by the fact that there have been seemingly 
two distinct groups involved in demonstrations and vio 
lence- -modernist elements, represented for the most 
part by university students, and the forces of Islamic 
(Conservatism. Demands for greater political liberali- 
zation appear to be at direct cross -purpos.es with the 
know-nothingism of the conservatives. In fact, the di 
viding line between- the two groups is . frequently ob- 
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cured by the ambivalence of many of the so-called modern - 
t elements. Often, these individuals seem quite prepared 
'> ignore the .irreconcilable contradictions of the moderrt- 
at.i.cn process auJ the Lind of Islamic fundementalisin gen- 
ially espoused j>y conservative critics of the regime. The 
alitarianism of Islamic philosophy, it seems, provides one 
it ionale for an otherwise bizarre alliance- - it a 1 lows mod- 
ini sts to find common cause with obscurantist muslims more 
ncerned with the effects of .modernization on the form of 
hair religion as it is popularly practiced than with its 
iiilosophic spirit. 

|1 ’t> Iran has long had kings, the rival tradition 

:n iversalism has perhaps facilitated the modern - 
creative alliance in opposition to the regime. The 
a f ellectually honest are often troubled by the incongruity 
I modernization in an environment of monarchical absolut- 
•m. Even those willing to give the Shah credit for his ob- 
i ous political skills are openly contemptuous of imperial 
i rs and the mindless toadying too frequently characteris- 
ic of^ those around the monarch. They are skeptical of the 
i "position of royal omniscience in an increasingly complex 
and find in the concept of the Islamic brotherhood of 
■mi both an alternative system and an incentive for partner- 
lip with the conservatives. 

"me modernists openly admit that the partnership is one of 
Miivenience, and others among them- -certainly including 
nxist elements - -have no doubt attempted to exploit con- 
■■rvative anti-regime sentiment to further ends of which 
In conservatives would not approve. However, at least in 
""them Iran, it increasingly appears that modernist part- 
icipants in anti-regime activities are the tail of a has- 
tily conservative dog. Rather than comprising the van- 
i.'rd of the movement, the modernists are being swept along 
a conservative tide. A. number of factors seem to be in- 
Ived: First, despite dramatic changes during the last two 
cades, Iran (at least outside Tehran) remains for the 
t part a pre-modern society. Even large elements among 
rapidly growing populations of urban centers like Shi- 
, Ahwaz, Abadan/Khorramshahr , Kerman and Bandar Abbas 
" only recently removed from traditional smATl town or 
’age environments. Second, among the modernized sector 
' ’v •'<? been ■ crsciouslv 1 •: final. T" -d . - 
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about their goals ; they know what they are against, but 
they arc frequently vague about wh'at they are for. Finally, 
the con.ee; ■, at ives ieive jKiitP'rit .rength of at: least thinking 
they know what the; want ■ ■ n society free from "n.m-lslai!i- 
ic" taint, i.iat lie i.ucs getting rid of a leader who does 
not put deii use #J 1 in' fai th foremost and who lias actually 
encouraged such p .*> ij i cions inf luences as female emancipa- 
tion , even if it doe.- not ontiil dismantling the economic 
structure that has improved the material quality of life 
for almost. all Iranians, many 'conservatives included. 


The impossibility of the conservatives’ ob jecti ve - - an in- 
dustrial economy in the midst of a society otherwise in 
distinguishable fror., it medieval Islamic model complete with 
veiled women and cn forcemeat of t lie sharia--;;; o' little 
consequence to the practical problem “of governing in Iran. 
The primary reality is that the regime is confronted with 
widespread dissatisfaction with many inevitable consequent 
ces of the modernization process among the large pre-modci- 
suctor of the Iranian population. It is almost inconceiv- 
able that, the commitment to modernization will hr reversed : 
but as the process proceeds unrest is likely to increase 
among those opposed to or troubled by many of its mani- 
festations. While the conservatives probably do not have 
the power to turn back the clock, they perhaps can retard 
its progress. To complicate matters, the politically activ 
nl the other end of the social spectrum are already impa- 
tient witl) what they regard as anachronisms, and will un- 
doubtedly continue to push for greater political liberali- 
zation, allying with the forces of reaction when they see 
it to their advantage to do so. 


Caught between this political Scylla and Charybd i s , the rP; 
giuie may be tempted to exploit an emerging backlash among 
the modernist but heretofore apolitical elements of Irani 
society. These people- -civil servants, technocrats, mili- 
tary officers, businessmen (as opposed to the bar. sari type 
who generally must he counted among the traditionalists) -• 
have been interested primarily in pursuing their careers 
and personal affairs. They are now finding, however, campu 
unrest and the disruption of commerce in commemoration of 
the fallen heroes of one city or another an increasing ir- 
ritation in their lives. They would .thus seem predisposed 
to a fascist solution to the violence which has affected 
many cities. Periodic calls for vigilante action against 
hooligans and anti -state elements suggest that the regitn 
has considered this option and perhaps has not yet reject 
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it. A reversal of the policy of liberalization which has 
allowed disgruntled c lemeritii in Ivan to express themselves 
might put an ord to public manifestations of the social 
turmoil that the i.:Cf!e rn i za t ten process has engendered, but 
it is doulu i :it that ic would affect its root causes in any 
major way. After all, in retrospect it is clear that before 
it has decided to let a hundred flowers bloom, repression 
and censorship wore ineffective in preventing the social 
unrest now out in the open. 
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June 7 , 1978 
E/C - Clyde D. Tayli 
Iran's Military Imports and Petroleum Exports 


liUUT AT i A Ln JV1EN 1 S 

memorandu 


The Ambassador _ ^ 

DCM - Mr, Charles Naa 
E/C - Mr. Roger Brewii/ * 

A. Tehran A-70 (1977 Foreign Trade Report) 

B. Your Undated Request for Subject Data 

C. My Memorandum of May 24 to Messrs. Bash and Martin, same 

subject 

Attached are tables representing collections of data and 
estimates concerning Iran's military imports and oil exports 
placed within data covering all Iranian foreign trade (goods 
and services) and with the United States. A covering state- 
ment addresses the difficulties in arriving at these data 
and cautions concerning their reliability. 

I have been seized with the lack of inclusive Iranian trade 
data since my arrival and know my predecessors likewise 
wrestled with the issue. Mr- Gary Hufbauer, Deputy Assistant 
Secretary of Treasury for International Trade and Investment, 
and I discussed this issue thoroughly early this year. He 
kindly worked on it and provided information collected from 
four U.S. offices. His comment after his efforts and .concerning 
the data was, "It does not fit together to make* a very neat 
report." I am enclosing a copy of his letter and data sheet 
for your information. 

In addition to Mr. Haufbauer, I acknowledge the contribution 
of Mr. Bash to this effort. 

Attachments : 

1. Haufbauer to Taylor letter dated March 13, 1978 w/attachmen 
(several) 

2. "Iran's Foreign Trade and Current Account Balances Worldwide 
and with the United States w/Tables I, II and III 


NEA/IRN 

Comme r ce /CAGN E 
Treasury/OASIA-Mr . 
CIA/OER 
RCB/RF 


Hufbauer /Mr. Maslin 


SECRET/NOFORN 

LIMITED OFFICIAL USE WITHOUT ATTACHMENTS 
Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan 


OPTIONAL FORM NO 
£>SA PPMH (4* CFR) 1C 



S ECRET/NOFORN 

LIMITED OFFICIAL USE WITHOUT ATTACHMENTS 


IRAN'S FOREIGN TRADE AND CURRENT ACCOUNT BALANCES 
WORLDWIDE AND WITH THE UNITED STATES 1976 AND 1977 

The Problems and Caveats Concerning Attached Data 

Complete data of Iran's foreign trade are not published or, to 
my knowledge, maintained by the Government of Iran. Merchandise 
trade statistics exclude oil from exports and goods imported by 
the military, not all of which are "military" goods. Current account 
invisible flows — tourism, medical, transfers, interest, transport, 
etc. — are recorded as a "basket" grouping only in the balance of 
payments presentation and no country breakdown is available. 

Those wishing data concerning Iran's oil exports by value and 
destination must estimate, use intelligence sources or collect data 
from recipient countries. The latter, of course, introduces problems 
of "leads and lags" as well as basis of valuation, e.g. FAS, CIF, FOB. 

Data concerning Iran's military imports are more difficult to 
develop. As a rule of thumb, it was assumed that it was the dif- 
ference between the value of non-military imports, as reported by 
the Customs Department (Ministry of Economic Affairs and Finance) 
and the total payments for merchandise imports reported by the 
Central Bank on the foreign exchange balance of payments. Thus, as 
reflected on Table II, military imports in recent years should have 
been (U.S. $ millions) . 1975-$5,298, 1976-$3,309, 1977-$2 , 550 . ' 

The validity of this assumption depended mostly on a close correla- 
tion of imports and payments, since it relates two distinct trade 
concepts, customs (based on documents of goods received) and cash 
flow balance of payments. This should have been tKe case until 
about March 1976. Since that time, particularly Iran's public 
sector imported goods on a credit basis rather than cash. This 
altered payment terms for non-military imports much more than military, 
the bulk of the latter presumed to be under U.S. Foreign Military 
Sales (FMS) terms. This would result in an understatement of imports 
balance of payments basis relative to customs (actual) basis and an 
understatement of presumed military imports. Another weakness in 
the assumption, resulting in an overstatement of imports, balance 
of payments basis, is the prepayment of imports, (i.e. higher cash 
payments than would be supported by customs goods received, infla- 
ting the presumed military import figure) which would affect the 
1975 data and to a lesser extent those of 1976. (See lines VI and 
VII of Table II) . 

Data of military shipments to Iran obtained from unclassified 
(USDOD for FMS) and classified (Secret for other countries and from 
the CIA) sources aggregates to figures in 1975 and 1976 considerably 
below the assumed levels (line VII, Table II) and raises doubt 
concerning the inclusivity of these data. It also confuses U.S. 
fiscal years with Gregor in years, dates (in case of FMS) shipment 
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by transfer of title and leaves unclear the valuation bases. 

Data for Iran's oil exports likewise must be refined and 
estimated. Public raw data from the NIOC are not provided by 
country of destination# much less country of ultimate destination# 
and are never monetized. As noted on Tables I and III# the 
Embassy has calculated values and identified and/or estimated 
destinations for crude and refined oil using data obtained through 
contacts; thus# they are controlled L.O.U. 

Non-merchandise imports and Iranian exports of invisibles are 
obtained from the Central Bank's balance of payments and those 
attributed to the U.S. are estimated as noted on Table II. invisib 
flows estimates to the U.S. may be on the conservative side. Data 
on Iran's service exports to the U.S. are neither available nor con 
sidered meaningful in magnitude. 

The total and balances developed on Tables I and II are 
considered reasonably accurate with regard to the U.S. /Iran trade 
in goods and services but shaky concerning aggregates. 


Attachments: Tables I, II and III 


E/C^TTaylor :dd 
6 / 7/78 


SECRET/NOFORN 

LIMITED OFFICIAL USE WITHOUT ATTACHMENTS 


118 


SECRET NOFORN 


TABLE I 

IRAN'S FOREIGN TRADE 
<$ MILLIONS) 



19 7 6 

U. S. 

19 7 7 

U. S. 

1'ut.al Exports -Goods 

26,224.6 

2,142 

27,829.9 

3,568 

and Services 





Goods 

23,193.1 

2,142 

23,946.8 

3,568 

Oil A/ 

52,276.5 

2,100.0 

23,154.7 

3,500.0 

Crude 

(21,303.0) 

( 865.6) 

(22,013.4) 

1,496.9 

Product 

{ 967.5 

(1,245. 4) 

( 1,141.3) 

2,003.1 

Gas B/ 

219. 6 


191.1 


Other C/ 

703 

42 

601 

68 

Services 

3,031. 5B/ 

NA/NM 

3,883.1 

NA/NM 

I'utal Imports-Goods 

18,100 

4,688 

21,531.6 

6,036.0 

and Services B/ 

(20,151) 


(22,173) 


Goods 

14,257 

3,330.7 

15,966 

4,022.9 

Non-Military C/ 

12,752 

2,lSl 

13 ,"836 

2,201 

Military D/ 

1,505 

1,179.7 

2,128 

1,821.9 

Services 

3,843.4 

1,358 E/ 

5,565.6 

2,014 E/ 

la lance 

+8,124,6 

-2,546 

+6,298 

-2, <68. 9 


so urce s 

A/ Embassy calculation using OSCO/NIOC data for vrorld, Embassy estimates for U.S., FOB. 
i»/ Central Bank of Iran, foreign exchange balance of payments data 
constructed for Gregorian year. 

<’/ Embassy "Foreign Trade Statistics of Iran", Ministry of Economic 
Affairs and Finance, FOB exports and CIF imports. 

IV USDOC (for Munitions Control), USDOD (for FMS) and CIA (for non-US), 
FOB basis 

I'/ Embassy estimates including USDOD/FMS Services. 


* Converted at Rials 70.5 to U.S. $1.00. 
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MERCHANDISE MILITARY IMPORTS OF IRAN 
TABLE II 

$ Millions 




Percent 

Percent 

Percent 



Of Total/1975 

of Total/1976 

of 'jotal/1977 1 






I. 

Fran U.S. 





A. Munitions Controlled Items V 

118.5 

106.5 

119/6 


B. Foreign Military Sales B/ 

755.7 

1,073.2 

1,682.3. 


C. Total U.S. c/ 

(80.1) 874.2 

(78.4)1,179.7 

(85.6)1,821.9' 


D. (Foreign Military Sales Support 

(157.6) 

(393.5) 

(557.1] 


Services) 





(Total Incl. "C") 

(1,031.8) 

(1,573.2) 

(2,379.0] 

II. 

From Other Countries 0/ 





A. USSR 

84 

62 

38 


B. Western (non-US) 

133 

263 

268 j 


Total Other 

(19.9) 217 

(21.6) 325 

(14.4) 306 

III. 

Total 

(100)1,091.2 

(100)1,504.7 

(100)2,127.9 

IV. 

Inport Payments (Balance of 

Payments Basis) 

15,602 

16,061 

16,388 j 

V. 

Imports (CIF, Iranian Customs) W 

10,304 

12,752 

13,838 ' 

VI. 

Assumed Military Inports (IV-V) 

5,298 

3,309 

2,550 

VII. 

Military Imports (FOB Point of 
Origin, Item III) 

1,091 

1,505 

2,128 

VIII. 

Unexplained Gap (VI -VII) 

4,207 

1,804 

422 

IX. 

Sumnary US Receipts frcrn Iran 



1,682.3 


Military (Fran I.B) 

756 

1,073 


Other (Custom Bureau, Incl. I. A) 

3,242 

2,776 

2,730.0 


Total Merchandise 

(3,998) 

(3,849) 

(4,412) 


FmS Services (gross, from I.D) 

158 

394 

557 


Estimated Other Services F/ 

626 

964 

1,457 


Total Services 

(884) 

(1,358) 

(2,014) 


Total Receipts 

4,882 

5,207 

6,426 


A/ Source: Munitions Control Office, Dept, of State, Bureau of Census, Calendar Year, 

B/ US Fiscal Year (1977 incl, 5 qtrs.), at time title passes to Iran 

C/ Excludes exports of non-munitions control items by ocmmercial (non-FMS) suppliers 

D/ Deliveries, not agreements; source: CIA, calendar year 

E/ Excludes non -military ocmnodities imported by Ministry of War 

F/ Based on 30% of private payments and 20% of public payments; Central Bank of Iran 
Foreign Exchange Balance of Payments data contracted for Gregorian Years 

E/C : CDTaylor : wh 5/28/78 

Contributor : Treasury/OASIA/DAS/GHufbauer 
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TABLE III 

IRANIAN PETROLEUM EXPORTS AND ESTIMATED REVENUE: 
1976 AND 1977 


19 7 6 



Quantity 

Estimated 
Govt. Take: 

Estimat< 
Govt . Rev< 


(MMBbls) 

Per Bbl. 

FOB (Million: 

Crude: 

Japan 

359.6 

( 18.8%) 

$ 11.14 

$ 4,005.9 

Caribbean, including 
Virgin Islands * 

153.4 

( 8.0%) 

11.14 

1,708.9 

U.K. 

282.0 

( 14.7%) 

11.14 

3,141.5 

Holland 

164.0 

( 8.6%) 

11.14 

1,827.0 

Gibralter (for order) 

133.8 

( 7.0%) 

11.14 

1,490.5 

U.S . 

77 .7 

( 4.1%) 

11.14 

865.6 

South Africa 

91.3 

( 4.8%) 

11.14 

1,017.1 

Italy 

66.1 

( 3.5%) 

11.14 

736.4 

France 

106.8 

( 5.6%) 

11.14 

1,189.8 

Others __ 

477.5 

! 25.0%) 

11.14 

5,319.4 

Total Crude 1, 

, 912.3 

(100.0%) 

$ 11.14 

$21,303.0 

Refined Products 

77.4 


12.50 

967.5 

(All Destinations) 

Total Petroleum 1, 

, 989.7 



22,270.5 


I’erhaps 70% of the crude oil exported by Iran to the "Caribbean, 
including Virgin Islands" is refined and re-exported as products to 
the U.S. Therefore, U.S. petroleum imports, direct and indirect, 
from Iran in 1976 were probably about 185.1 MMBbls . with a FOB 
value of about $2.1 billion. 
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TABLE III (Continued 


19 7 7 


Estimated Estimated 



Quantity 

(MMBbls) 

Govt . Take : 
Per Bbl . 

Govt . Revenue : 
FOB (Millions of$) 

Crude : 

Japan 

297.2 

( 16.6%) 

$12.32 

$ 3,661.5 

Caribbean, incl. 

231.7 

( 13.2%) 

12.32 

2,854.5 

Virgin Islands* 

U.K. 

170.5 

( 9.5%) 

12.32 

2,100.6 

Holland * 

146.1 

( 8.2%) 

12.32 

1,800.0 

Gibralter, for orders 

128.5 

( 7.2%) 

12.32 

1,583.1 

U.S. 

121.5 

( 6.8%) 

12.32 

1,496.9 

South Africa 

102.3 

( 5.7%) 

12.32 

1,260.3 

Italy 

87.1 

( 4.9%) 

12.32 

1,073.1 

France 

75.5 

( 4.2%) 

12.32 

930.2 

Others 

426.2 

( 23.9%) 

12.32 

5,250.8 

Total Crude 1 

,786.8 

(100. 0%) 

$12.32 

$22,013.4 

Refined Products 

83.0 


13.75 

1,141.3 

(All Destinations) 

Total Petroleum 1 

,869.8 



23,154.7 


•Perhaps 70% of the crude oil export by Iran to the "Caribbean, 
including Virgin islands" is refined and re-exported as products to 
the U.S. Therefore, U.S. petroleum imports, direct and indirect, 
from Iran in 1977 were probably about 283.7 MMBbls. with a FOB 
value of about $3.5 billion. 
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DEPARTMENT OF THE TREASURY 

WASHINGTON. DC 20220 

► * 'v assistant Secretary 

March 1 3, 1978 


Mr . 'Clyde Tay lot 
Financial Officer 
Economic Section 
American Embassy 
Tehran, Iran 

Dear Clyde, 

Yew had asked if we would provide numbers of recent 
arms shipments to Iran. This has repaired u's te seek data 
from four sources : (1) the Defense Department, (2 ) the 

Office of Munitions Control, Department of State, (3.) the 
Department of Cowwerce, and (A) the Central Intelligence 
Agency. We have contacted these four agencies and have 
gathered the data Which are available; but it does not 
fit together to make a very neat report. 

The U.S. Department of Defense has detailed data on 
shipments to Iran which it maintains on a u.S. fiscal year 
basis. 1 have attached a copy of their computer printout 
in order to provide as much Information as possible. Pot 
dob, "delivery of materiel" means that title has passed to 
the purchasing government and normally title passes 
within the U.S. at the point where the materiel is ready 
for shipment (and thus shortly prior to actual time of 
export from the U.S . ) . 1 have also Included the DOD print- 

out on their saleB agreements with Iran, as it will allow 
you to compare deliveries with sales orders. 

The Office of Munitions Control has provided informa- 
tion on the export of materiel which is controlled under 
the authority of the international Traffic in Arms Regula- 
tions. (ITAR) (Title 22, CPU 121-128) as follows: 

»■$. If U.S, Collars 

1975 8118,496,219 

1976 106,510,107 

197T (Transitional Qtr) 20,506,769 

1977 119,124,106 

These exports are based on bureau of Census data which 
reflects actual shipments from the 0.8. 1 have not in- 

cluded information on authorizations issued for exports 
to Iran as they would be meaningless figures. Many export 
licenses are never used. 
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We have contacted the Department of Commerce to 
obtain data on commercial exports other than the items 
included in the ITAR and controlled by the Office of 
Munitions Control. These are non-military items, and 
items of dual commercial and military application, such 
as construction equipment, tentage, personal clothing 
and equipment, aircraft engines, etc., which could be 
purchased from commercial sources in the United States. 
Commerce is able to provide data on total trade with Iran 
by individual commodity, but unfortunately cannot provide 
a breakout by end-user; therefore, it cannot identify 
jfraniap military purchases . Thus, we have tp say that 
We are aware of this category of exports but are unable 
tp obtain the relevant information. The device usually 
uspd in reports of this nature is to say that ''exports 
of pop-munitions control items by commercial suppliers 
are excluded from this report.'' 

The CIA has provided data on military deliveries £o 
Iran from countries other than the U.S. This information 
is provided on a calendar year basis. The column marked 
"Agreements" reflects commitments by Iran to purchase and 
"deliveries" applies to receipts within Iran. This report 
includes agreements as Well as 4 e iiveries since some coun- 
tries have concfuded arms agreements but have not yet 
apparently started deliveries, or at least we bfve no 
report on the deliveries, jn either event it will give 
yon some idea of potential deliveries. A copy pf the dA 
table is attached. 

This is the test information we have been able to 
assemble, and 1 hope it can serve your purpose. If w e 
can assist further, please fet me know- 

Sincerely, 


Gary gufbauer 
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